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September 25, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Buildin

502 Deaderick Street, 9" Floor

Nashville, TN 37243

Dear Ms. Hill:

Methodist Healthcare--Memphis Hospitals dba Methodist North Hospital filed
CN1709-029 to relocate Methodist’s psychiatric unit on September 15, 2017.
Please see responses to the Supplemental questions received September 21,
2017 including a full re-print (Attachment E) of the application and attachment
with corrected page numbers.

Enclosed in triplicate is the supplemental response. Thank you. Please let us
know if you have any questions or need additional information.

Sincerely,

Coual Wupludh
Carol Weidenhoffer

Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue * Memphis, Tennessee 38104 « www.methodisthealth.org



AFFIDAVIT
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STATE OF TENNESSEE

COUNTY OF SHELBY

NAME OF FACILITY: METHODIST HEALTHCARE - MEMPHIS HOSPITALS, DBA
METHODIST NORTH HOSPITAL

|, FLORENCE JONES, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

JZZ‘MA»%Z&M > / 7

Signature/Title /

Sworn to and subscribed before me, a Notary Public, this the 25 day of Sﬁﬂn’”bp 20/"/.

witness my hand at office in the County of Shelby, State of Tennessee.

\/7///// 2 J CJ-’N—L

NOTARY PﬂJBLIC
My Commission Expires January 20, 2019

My commission expires

HF-0043

Revised 7/02




State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

CERTIFICATE OF NEED APPLICATION
SECTION A: APPLICANT PROFILE

1. N f Eacility, A Instituti
Methodist Healthcare-Memphis Hospitals dba Methodist North Hospital

Name
3960 New Covington Pike Shelby
Street or Route County
Memphis TN 38128
City State Zip Code

Website address: __www.methodisthealth.org/

Note: The facility’s name and address must be the name and address of the project and must be
consistent with the Publication of Intent.

2. Contact Person Available for Responses to Questions

Carol Weidenhoffer Senior Director of Planning
Name Title

Methodist Le Bonheur Healthcare carol.weidenhoffer@mlh.org
Company Name Email address

1211 Union Ave, Suite 865 Memphis TN 38104
Street or Route City State Zip Code

Associate 901-516-0679 901-516-0621
Association with Owner Phone Number Fax Number

NOTE: Section A is intended to give the applicant an opportunity to describe the project.
Section B addresses how the project relates to the criteria for a Certificate of Need by
addressing: Need, Economic Feasibility, Contribution to the Orderly Development of
Health Care, and Quality Measures.

Please answer all questions on 8%” X 11” white paper, clearly typed and spaced, single or
double-sided, in order and sequentially numbered. In answering, please type the question
and the response. All questions must be answered. If an item does not apply, please indicate
‘N/A” (not applicable). Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment, i.e., Attachment
A.1, A.2, etc. The last page of the application should be a completed signed and notarized
affidavit.
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3. SECTION A: EXECUTIVE SUMMARY
A. Qverview

Please provide an overview not to exceed three pages in total explaining each numbered

point.

1) Description — Address the establishment of a health care institution, initiation of health
services, bed complement changes, and/or how this project relates to any other
outstanding but unimplemented certificates of need held by the applicant;

The project is to relocate Methodist Healthcare-Memphis Hospitals’ existing
34-bed inpatient psychiatric unit from Methodist University Hospital (Shelby
County) to Methodist North Hospital (Shelby County).

Currently, Methodist University Hospital is undergoing a modernization plan
approved by CN1602-009. A vital part of that project plan is the demolition of
the Crews building — where the psychiatric unit is housed - at the corner of
Union Avenue and Bellevue Boulevard to improve circulation around the
campus as well as increase the visibility of the main hospital entrance.

This is a proposed transfer of psychiatric hospital beds within the Methodist
Healthcare-Memphis Hospitals (“Methodist”) system in Shelby County, with
no net increase of beds in the county. Methodist has a single license for all
five of its Shelby County hospitals; its total licensed acute care bed
complement of 1,593 beds will not change.

The project will add 34 licensed beds — 10 private and 24 semi-private - to
Methodist North Hospital increasing licensed beds from 246 to 280.
Simultaneously, Methodist will close 34 licensed beds at Methodist University
Hospital decreasing licensed beds from 617 to 583.

This project has been meticulously considered and planned. Consideration
was given to keeping the 34-bed unit on the Methodist University Hospital
campus as originally planned in CN1602-009. However after further analysis,
it was determined the Methodist North campus was the optimal location.

The project will renovate almost 19,000 square feet of space — which is 3,000
square feet more than the unit currently occupies - on the Methodist North
campus. The proposed location is a separate building attached to the main
hospital but contained as singular space with a separate entrance. The
secured, controlled access makes it an improved setting for the Methodist
psychiatric services to ensure privacy and security.

The proposed location currently houses medical-surgical beds. This unit will
be relocated to the fourth and fifth floors of the Methodist North hospital
which is currently configured for medical-surgical beds.

2) Ownership structure;

The applicant, owner, and licensee, Methodist Healthcare-Memphis Hospitals
(Methodist), is a not-for-profit corporation that operates five Shelby County
hospitals under a single license. The applicant is a wholly-owned subsidiary
of a broader parent organization, Methodist Healthcare, which is a not-for-
profit corporation with ownership and operating interests in healthcare
facilities in West Tennessee, North Mississippi and East Arkansas.

3) Service area;

Shelby County is the primary service area for this project.
The largest city in Shelby County is Memphis, Tennessee which is the location
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of this project. The behavioral health service area for Methodist does not
change with the relocation of the beds within the Memphis city limits.

4) Existing similar service providers;

» The service area contains other psychiatric inpatient facilities including Delta
Medical Center, Crestwyn Behavioral Health Hospital, Lakeside Behavioral
Health System, St. Francis Hospital — Park and Memphis Mental Health
Institute (MMHI).

e Four of the Shelby County facilities reported 590 licensed psychiatric beds
between 2013 and 2015 with overall average occupancy of 67%, 64% and 71%
respectively.

¢ Crestwyn Behavioral Health Hospital opened in April 2015 transferring 60
beds from two existing Shelby County facilities (Delta 20 beds and St. Francis
40 beds) with no net bed increase in the service area. There is no Joint
Annual report published yet for this facility and is therefore not included in
reported market statistics.

5) Project cost
e The estimated project cost is $2,295,000 which includes $1,384,375 in
construction costs.

6) Funding;
» The project will be funded in cash by the applicant’s parent company,
Methodist Le Bonheur Healthcare. Methodist is, and will remain, financially
viable.

7) Financial Feasibility including when the proposal will realize a positive financial
margin; and

e The projections in this application show the Hospital and psychiatric

inpatient service will remain financially viable with breakeven by year 1

(2020). Methodist North Hospital is an integral part of Methodist Healthcare-

Memphis Hospitals currently with 246 of the total 1,593 licensed beds. This

investment will contribute to the long term viability and sustainability of the
campus.

8) Staffing
e The applicant projects a total of 27.91 associated in the project’s first full
calendar year of operation. All current staff will be relocated along with the
beds and service to the proposed location. FTEs are not added with this
project.

B. Rationale for Approval

A certificate of need can only be granted when a project is necessary to provide needed
health care in the area to be served, can be economically accomplished and maintained,
will provide health care that meets appropriate quality standards, and will contribute to the
orderly development of adequate and effective health care in the service area. This
section should provide rationale for each criterion using the data and information points
provided in Section B. of this application. Please summarize in one page or less each of
the criteria:

1) Need;
e This application requests the relocation of Methodist’s existing 34-bed

psychiatric inpatient unit from Methodist University Hospital to Methodist
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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North Hospital. Methodist has operated the psychiatric unit since 1973, and
is committed to continue services. Currently, Methodist University Hospital
is undergoing a modernization plan approved by CN1602-009. The demolition
of the Crews building — where the psychiatric unit is housed - will force the
relocation of the program and beds.

e The choice to relocate the 34 beds to a hospital within the same system, only
13.7 miles away, allows Methodist to serve the same community with the
same resources. This project is needed in order to maintain accessibility to
acute mental health services.

¢ The majority of patients admitted to the Methodist psychiatric unit are
Severely and Persistently Mentally lll (SPMI) patients who are psychiatrically
disabled adults with Medicare coverage. Methodist will continue to serve
chronic, SPMI patients in this unit with onsite acute medical services to treat
comorbid medical conditions. Projections show the composition of the
population and mix of populations served will change.

e Methodist currently plays an active role in the psychiatric continuum of care
in the service area with positive relationships with referral sources. The
majority of the applicant’s patients arrive during crisis by ambulance or as
direct referrals from the Crisis Assessment Center. This relocation maintains
positive referral relationships in an improved location.

e The unit runs in a cost effective manner — the new location was most cost
effective and least disruptive choice. The proposed location is attached to the
main hospital but contained as singular space. The building is isolated from
the rest of the general hospital with a separate entrance. The secured,
controlled access makes it an optimal setting for psychiatric services to
ensure privacy and security.

e The proposed location provides more square footage for the service line
adding more expansive group therapy and activities space and a larger
environment of care.

2) Economic Feasibility;

e This project is economically feasible. The projections in this application show
Methodist North Hospital and psychiatric- inpatient service will remain
financially viable with breakeven by year 1 (2020).

¢ Methodist North Hospital is an integral part of Methodist Healthcare-Memphis
Hospitals currently with 246 of the total 1,593 licensed beds. This investment
will contribute to the long term viability and sustainability of the campus.

3) Appropriate Quality Standards; and
e These beds will be licensed by the DNV. The psychiatric until will meet and
exceed all relevant quality standards as regulated by DNV.

4) Orderly Development to adequate and effective health care.

e This project has been meticulously considered and planned. Consideration
was given to keeping the 34-bed unit on the Methodist University Hospital
campus as originally planned in CN1602-009. However after further analysis,
it was determined the Methodist North campus better met the needs of the
program with improved space and environment of care.

o The beds and programs are well established and a part of the service area’s
psychiatric continuum of care. The project will not negatively affect any
providers in the service area. These are existing Methodist beds which will
be relocated within the same hospital system less than 14 miles away.

o Existing equipment, clinical leadership, professional staff, equipment and
policies and procedures will be relocated with minimal disruption of services.
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C. Consent Calendar Justification
If Consent Calendar is requested, please provide the rationale for an expedited review.

A request for Consent Calendar must be in the form of a written communication to the
Agency’s Executive Director at the time the application is filed.

Please see Attachment A3-C for the Consent Calendar request.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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4. SECTION A: PROJECT DETAILS

0 f the Facility, A Instituti
A.
Methodist Healthcare — Memphis Hospitals 901-516-7000
Name ‘ Phone Number
1211 Union Avenue, Suite 700 Shelby
Street or Route County
Memphis TN 38104
City State Zip Code

B. Type of Ownership of Control (Check One)

A. Sole Proprietorship - F. Government (State of TN or
B. Partnership Political Subdivision)
C. Limited Partnership G. Jf)ith Vethur.e.
D. Corporation (For Profit) H. Limited Liability Company
E. Corporaton  (Not-for- X | Other (Specify)
Profit) )

Attach a copy of the partnership agreement, or corporate charter and certificate of corporate
existence. Please provide documentation of the active status of the entity from the Tennessee
Secretary of State’s web-site at hitps:/tnbear.tn.qov/ECommerce/FilingSearch.aspx. ~Attachment
Section A-4A-1.

DRescribe the existing or proposed ownership structure of the applicant, including an ownership
structure organizational chart. Explain the corporate structure and the manner in which all entities of
the ownership structure relate to the applicant. As applicable, identify the members of the ownership
entity and each member’s percentage of ownership, for those members with 5% ownership (direct or
indirect) interest.- This is an attachment (2) Org structure See Attachment A-4a-2

5. Name of Management/Operating Entity (If Applicable)

Not Applicable

Name

Street or Route County
City State Zip Code
Website address:

For new facilities or existing facilities without a current management agreement, attach a copy of
a draft management agreement that at least includes the anticipated scope of management services
to be provided, the anticipated term of the agreement, and the anticipated management fee payment
methodology and schedule. For facilities with existing management agreements, attach a copy of the
fully executed final contract. Attachment Section A-5.
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6A. Leqal Interest in the Site of the Institution (Check One)

A. Ownership X D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Lease of Years

Check appropriate line above: For applicants or applicant’s parent company/owner that currently
own the building/land for the project location, attach a copy of the title/deed. For applicants or
applicant’s parent company/owner that currently lease the building/land for the project location, attach
a copy of the fully executed lease agreement. For projects where the location of the project has not
been secured, attach a fully executed document including Option to Purchase Agreement, Option to
Lease Agreement, or other appropriate documentation. Option to Purchase Agreements must
include anticipated purchase price. Lease/Option to Lease Agreements must include the
actual/anticipated term of the agreement and actual/anticipated lease expense. The legal interests
described herein must be valid on the date of the Agency’s consideration of the certificate of need
application.

Please see Attachment A-6A for the site control documents.

6B. Attach a copy of the site’s plot plan, floor plan, and if applicable, public transportation route
to and from the site on an 8 1/2” x 11" sheet of white paper, single or double-sided. DQ NOT
SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be drawn to
scale.

1) Plot Plan must include:
a. Size of site (in acres);
b. Location of structure on the site;
c. Location of the proposed construction/renovation; and
d. Names of streets, roads or highway that cross or border the site.

Please see Attachment 6B-1 for the plot plan.

2) Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. On an 8 %
by 11 sheet of paper or as many as necessary to illustrate the floor plan.

Please see Attachment 6B-2 for the floor plan.

3) Describe the relationship of the site to public transportation routes, if any, and to any

highway or major road developments in the area.  Describe the accessibility of the
proposed site to patients/clients.
The hospital is conveniently located on Covington Pike which is a major
thoroughfare in north Memphis with intersections starting at 1-40 and ending at 1-269
making it easily accessible for patients traveling by car, public transportation
(MATA bus) and ambulance. Covington Pike connects Memphis with communities
across northeast Shelby County including Millington, Frayser, Raleigh, Bartlett and
Arlington. A map of the MATA bus route is attached to show the bus stop next to
the hospital. See Attachment 6B-3 for this map.

Attachment Section A-6A, 6B-1 a-d, 6B-2, 6B-3.
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7. Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify)__Acute X H. Nursing Home
B. Ambulatory Surgical Treatment I Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty J.  Rehabilitation Facility
C. ASTC, Single Specialty K. Residential Hospice
D. Home Health Agency L. Nonresidential Substitution-
E. Hospice Based Treatment Center for
F. Mental Health Hospital Opiate Addiction
G. Intellectual Disability M. Other (Specify)
Institutional Habilitation Facility
ICF/IID

Check appropriate lines(s).

8. Purpose of Review (Check appropriate lines(s) — more than one response may apply)
A. New Institution F. Change in Bed Complement X
B. Modifying an ASTC with [Please note the type of change

limitation still required per CON by underlining the appropriate
C. Addition of MRI Unit response: Increase, Decrease,
D. Pediatric MRI Designation, Distribution,
E. Initiation of Health Care Conversion, Relocation]
Service as defined in T.C.A. G. Satellite Emergency Dept.
§68-11-1607(4) H.  Change of Location X
(Specify) | Other (Specify)
9. Medicaid/TennC Medi Participati
MCO Contracts [Check all that apply]
X _AmeriGroup _X United Healthcare Community Plan _X BlueCare X TennCare Select
Medicare Provider Number _44-0049
Medicaid Provider Number _44-0049
Certification Type _Acute Care Facility
Methodist Healthcare- Memphis Hospitals including Methodist North Hospital contract
with above entities.
If a new facility, will certification be sought for Medicare and/or Medicaid/TennCare?
Medicare __Yes __No _X N/A Medicaid/TennCare __Yes __No X _N/A
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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10.

Bed Complement Data- Beds listed at North

A Please indicate current and proposed distribution and certification of facility beds.

(.:u rrent Beds Beds *Beds **Beds TOTAL,
Licensed Beds at

Beds Staffed | Proposed | Approved | Exempted tomilation

1) Medical 210 186 210

2) Surgical

3) ICU/CCU 36 36 36

4) Obstetrical

5) NICU

6) Pediatric

7)Adult Psychiatric 34 34

8) Geriatric Psychiatric

9) Child / Adolescent Psychiatric

10) Rehabilitation

11) Adult Chemical Dependency

12) Child / Adolescent Chemical
Dependency

13) Long Term Care Hospital

14) Swing Beds

15) Nursing Home - SNF (Medicare Only)

16) Nursing Home - NF (Medicaid Only)

17) Nursing Home - SNF/NF (dually
certified Medicare/Medicaid)

18) Nursing Home- Licensed (Non-
certified)

19) ICF/IID

20) Residential Hospice

Total 246 222 34 280

*Beds approved but not yet in service

**Beds Exempted under 10% per 3 year provision

B. Describe the reasons for change in bed allocations and describe the impact the bed change will
have on the applicant facility’s existing services.

e Currently, Methodist University Hospital is undergoing a modernization plan approved
by CN1602-009. A vital part of that project plan is the demolition of the Crews building -
where the psychiatric unit is housed - at the corner of Union Avenue and Bellevue
Boulevard to improve circulation around the campus as well as increase the visibility of
the main hospital entrance.

e This is a proposed transfer of psychiatric hospital beds within the Methodist Healthcare-]
Memphis Hospitals (“Methodist”) system in Shelby County, with no net increase of beds
in the county. Methodist has a single license for all five of its Shelby County hospitals;
its total licensed acute care bed complement of 1,593 beds will not change.
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o The project will add 34 licensed beds to Methodist North Hospital increasing licensed
beds from 246 to 280. Simultaneously, Methodist will close 34 licensed beds at
Methodist University Hospital decreasing licensed beds from 617 to 583.

Facility Med-Surg Psych NICU Total
Methodist University
Current Complement 583 34 - 617
Proposed Change - <34> - <34>
Proposed Complement 583 - - 583
Methodist North
Current Complement 246 - - 246
Proposed Change - +34 - +34
Proposed Complement 246 34 - 280
Methodist South 150 - 6 156
Methodist Germantown* 295 - 24 319
Le Bonheur Children’s* 195 - 60 255
Methodist Healthcare — 1,459 34 90 1,593
Memphis Hospitals
*Note: Methodist Germantown recently opened 10 new med/surg beds
approved and implemented beds under the new 10% bed regulations.

C. Please identify all the applicant's outstanding Certificate of Need projects that have a
licensed bed change component. If applicable, complete chart below.

Not Applicable. The applicant does not have outstanding CONs that have a licensed bed
change component.

CON Number (s) | CON Expiration Date Total Licensed Beds Approved

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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11.

Home Health Care Organizations — Home Health Agency, Hospice Agency (excluding

Residential Hospice), identify the following by checking all that apply: Not applicable.

Existing Parent | Proposed Existing Parent | Proposed

Licensed Office Licensed Licensed Office Licensed
| | County | County County County | County County
Anderson m] O O Lauderdale ] m] O
Bedford O O O Lawrence O m] O
Benton O O O Lewis O O O
Bledsoe m] (] O Lincoln O ] O
Blount ] m] ] Loudon O O O
Bradley ] ] ] McMinn m] m] m]
Campbell O ] ] McNairy m] O m]
Cannon O ] (] Macon O a a
Carroll (] O (] Madison ] O a
Carter a O (] Marion (] m] a
Cheatham ] O (] Marshall O O ]
Chester O ] O Maury O O ]
Claiborne m] O ] Meigs O ] ]
Clay m| m] a Monroe m] [m] m]
Cocke m] O m] Montgomery m] m] a
Coffee O O O Moore O O O
Crockett O | O Morgan m| ] m]
Cumberland a O O Obion O ] O
Davidson 0 O w] Overton O a O
Decatur ] m| a Perry | a O
DeKalb O a ] Pickett O ] O
Dickson m] a m] Polk (m| O O
Dyer a m] ] Putnam O a m]
Fayette O m] O Rhea (m] O O
Fentress ] (] O Roane ] m] ]
Franklin O O ] Robertson O a ]
Gibson ] ] O Rutherford O O O
Giles O O O Scott O m] O
Grainger ] O m] Sequatchie O ] O
Greene O O ] Sevier O O O
Grundy O m| m| Shelby ] ] m]
Hamblen O O m] Smith ] O O
Hamilton | O m] Stewart O O O
Hancock O O ] Sullivan (] (] (]
Hardeman a O ] Sumner a a a
Hardin O ] O Tipton ] O a
Hawkins (] (m| ] Trousdale ] a O
Haywood O a O Unicoi a a O
Henderson (] (] (] Union ] O O
Henry O m] [} Van Buren | a m|
Hickman (] a O Warren O ] O
Houston O O ] Washington m| m] O
Humphreys ] a O Wayne m] O m]
Jackson O m} ] Weakley | O ]
Jefferson ] O ] White O a a
Johnson a ] a Williamson O ] (]
Knox m] O ] Wilson O ] O
Lake m| m| O IeESE L s
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12. Square Footage and Cost Per Square Footage Chart

Proposed Proposed Final Square Footage
Existing Existing | Temporary Final
Unit/Department | Location SF Location Location | Renovated New Total
IAdministration Offices 1,064 = 1,064
Biomed 647 - 647
Classroom 878 - 878
Behavioral Health Unit 16,387 = 16,387
Unit/Department 18,976 - 18,976
GSF Sub-Total
Other GSF - - =
Total
18,976 - 18,976
Total GSF
1,384,375 - 1,384,375
*Total Cost ° >
**Cost Per $72.95 - $72.95
Square Foot
% Below 1 [ Below 1 % Below 17|
Quartile Quartile Quartile
O Between O Between | 0O Between
o ] 1% and 2™ 1*and2™ | 1%and 2™
Cost per Square Foot Is Within Which Range Quartile Quartile Quartile
(For quartile ranges, please refer to the Applicant’s Toolbox on
www. tn.gov/hsda ) 0O Between O Between | [ Between
2%and3® | 2™and3® | 2™and 3¢
Quartile Quartile Quartile
O Above 3™ | O Above 3 | O Above 3"
Quartile Quartile Quartile

* The Total Construction Cost should equal the Construction Cost reported on line A5 of the Project

Cost Chart.

** Cost per Square Foot is the construction cost divided by the square feet. Please do not include

contingency costs.
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13. MRI, PET, and/or Linear Accelerator
Not applicable. This project does not involve major medical equipment

1. Describe the acquisition of any Magnetic Resonance Imaging (MRI) scanner that is adding a
MRI scanner in counties with population less than 250,000 or initiation of pediatric MRI in
counties with population greater than 250,000 and/or:

2. Describe the acquisition of any Positron Emission Tomographer (PET) or Linear Accelerator if
initiating the service by responding to the following:

A. Complete the chart below for acquired equipment.

O Linear
Accelerator Mev Types: o SRS o IMRT o IGRT o Other
o By Purchase
Total Cost*: o By Lease  Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)
0 MRI Tesla: Magnet: Eg:::t Dnsif:telgn;:'}; o Other
o By Purchase
Total Cost*: o By Lease  Expected Useful Life (yrs)
o New o Refurbished a If not new, how old? (yrs)
0O PET o PET only n PET/CT o PET/MRI
o By Purchase
Total Cost*: o By Lease  Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)

* As defined by Agency Rule 0720-9-.01(13)

B. In the case of equipment purchase, include a quote and/or proposal from an equipment vendor.
In the case of equipment lease, provide a draft lease or contract that at least includes the term
of the lease and the anticipated lease payments along with the fair market value of the
equipment.

C. Compare lease cost of the equipment to its fair market value. Note: Per Agency Rule, the
higher cost must be identified in the project cost chart.

D. Schedule of Operations:

Location Days of Operation Hours of Operation

(Sundav throuah Saturdav) (example: 8 am — 3 nm)

Fixed Site (Applicant)

Mobile Locations
(Applicant)
(Name of Other Location)
(Name of Other Location)

E. Identify the clinical applications to be provided that apply to the project.

F. If the equipment has been approved by the FDA within the last five years provide documentation

of the same.
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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C B: GENERAL C Cc c

In accordance with T.C.A. § 68-11-1609(b), “no Certificate of Need shall be granted unless the action
proposed in the application for such Certificate is necessary to provide needed health care in the area
to be served, can be economically accomplished and maintained, will provide health care that meets
appropriate quality standards, and will contribute to the orderly development of health care.” Further
standards for guidance are provided in the State Health Plan developed pursuant to

T.C.A. § 68-11-1625.

The following questions are listed according to the four criteria: (1) Need, (2) Economic Feasibility, (3)
Applicable Quality Standards, and (4) Contribution to the Orderly Development of Health Care. Please
respond to each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2" x 11" white p
aper , single-sided or double sided. All exhibits and tables must be attached to the end of the
application in correct sequence identifying the question(s) to which they refer, unless specified
otherwise. If a question does not apply to your project, indicate “Not Applicable (NA).”

QUESTIONS

SECTION B: NEED

A. Provide a response to each criterion and standard in Certificate of Need Categories in the State
Health Plan that are applicable to the proposed project. Criteria and standards can be obtained
from the Tennessee Health Services and Development Agency or found on the Agency’s
website at http://www.tn.gov/hsda/article/hsda-criteria-and-standards.

Psychiatric Inpatient Criteria and Standards

1. Determination of need: The population-based estimate of the total need for psychiatric inpatient
services is a guideline of 30 beds per 100,000 general population, using population estimates
prepared by the TDH and applying the applicable data in the Joint Annual Report (JAR). These
estimates represent gross bed need and shall be adjusted by subtracting the existing applicable
staffed beds including certified beds in outstanding CONs operating in the area as counted by
the TDH in JAR. For adult programs, the age group of 18-64 years shall be used in calculating
the estimated total number of beds needed additionally, if an applicant proposes a geriatric
psychiatric unit, the age range 65+ shall be used. For child inpatients, the age group is 12 and
under, and if the program is adolescents, the age group if 13-17 shall be used. The HSDA may
take into consideration data provided by the applicant justifying the need for additional beds that
would exceed the guideline of 30 beds per 100,000 general populations. Special consideration
may be given to applicants seeking to serve child, adolescent, and geriatric inpatients.
Applicants may demonstrate limited access to services for these specific age groups that support
exceeding the guideline of 30 beds per 100,000 general populations. An applicant seeking to
exceed this guideline shall utilize TDH and TDMHSAS data to justify this projected need and
support the request by addressing the factors listed under the criteria “Additional Factors”.

Not applicable, the applicant is not requesting new beds. Methodist proposes to relocate
34 existing psychiatric beds within the same hospital system, only 13.7 miles away. The

psychiatric services will continue to serve the same community with the same resources.
Methodist is committed to maintaining its high quality, cost efficient psychiatric unit with

improved location and continued accessibility to established mental health services.
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The bed need calculation for the primary service area, Shelby County, does not show a

need for new beds for the adult and geriatric populations.

Current (2016) and Projected Year 1 (2020)

Bed Need
Licensed Current Projected Current Projected | Current Net Net Bed
Beds Population | Population Bed Need Bed Need Bed Need Need
2015 2016 2020 {30 beds / 100,000) {(Surplus) (Surplus)
Ages 18-64 583,558 593,476 175.1 178.0
Ages 65+ 117,101 566,550 35.1 40.6
Total 530 700,659 728,710 210.2 218.6 (319.8) (311.4)

Population Source:

Projected Population hitp:/www.tn.gov/health/article/statistics-population and report from_

License Beds: Includes adult and geriatric licensed beds TN Joint Annual Reports: Methodist 34, MMHI 55, Delta 109, St. Francis-Park 67 and
Lakeside 265; Excludes adolescent beds

2. Additional Factors: An applicant shall address the following factors.

Currently, Methodist University operates 34 beds. Methodist is not proposing to add beds
in the service area, but instead simply relocate an established service.

HF-0004 Revis

The willingness of the applicant to accept emergency involuntary and non-emergency
indefinite admissions;

Methodist will continue to accept emergency involuntary and non-emergency
indefinite admissions.

The extent to which the applicant serves or proposes to server the TennCare population
and the indigent population;

Methodist will continue to serve the indigent population and the TennCare
population on a case by case basis. The majority of patients admitted to the
Methodist psychiatric unit are Severely and Persistently Mentally Il (SPMI) patients
who are psychiatrically disabled adults with Medicare coverage.

The number of beds designated as “specialty” beds (including united established to treat
patient with specific diagnosis);

Methodist will continue to provide psychiatric services for SPMI patients who are
psychiatrically disabled with Medicare coverage.

The ability of the applicant to provide continuum of care such as outpatient, intensive
outpatient treatment (IOP), partial hospitalization, or refer to providers that do;
Methodist will continue to provide a continuum of care such as outpatient,
intensive outpatient treatment, and partial hospitalization through Methodist
services or through referrals to an established network of providers.

Psychiatric units for patient with intellectual disabilities;
Intellectual disability is one of Methodist’s exclusionary admission criteria.
Methodist will continue to serve the chronic, SPMI patients.

ed 12/2016 — All forms prior to this time are obsolete.
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f. Free standing psychiatric facility transfer agreements with medical inpatient facilities.
Methodist is not a free standing facility. Methodist North is an acute care provider,
and Methodist will continue to treat comorbid medical conditions for their
psychiatric patients within the unit at Methodist North and/or within the Methodist
Healthcare-Memphis Hospitals system. Transfer agreements are in place with all
Methodist hospitals. '

g. The willingness of the provider to provide inpatient psychiatric services to all populations
(including those requiring hospitalization on an involuntary basis, individuals with co-
occurring substance use disorders, and patients with comorbid medical conditions); and
Methodist will continue to provide inpatient psychiatric services to all adult
populations.

h. The applicant shall detail how the treatment program and staffing patterns align with the
treatment needs of the patients in accordance with the expected length of stay of the
patient population.

Methodist will continue treatment programs and staffing patterns that align with the
treatment needs and expected lengths of stay. The applicant maintains flexible
staffing dependent upon volume of admissions.

i. Special consideration shall be given to an inpatient provider that has been specially
contracted by the TDMHSAS to provide services to uninsured patients in a region that
would have previously been served by a state operated mental health hospital that has
closed.

Methodist is not contracted by the TDMHSAS to provide such services.

j. Special consideration shall be given to a service that does not have a crisis stabilization
unit available as an alternative to inpatient psychiatric care.
Alliance Healthcare Services provides a crisis stabilization unit in the Shelby
County service area.

3. Incidence and Prevalence: The applicant shall provide information on the rate of incidence and
prevalence of mental iliness and substance use within the proposed service area in comparison
to the statewide rate. Data from the TDMHSAS or the Substance Abuse and Mental Health
Services Administration (SAMHSA) shall be utilized to determine the rate. This comparison may
be used by the HSDA staff in review of the application as verification of need in the proposed
service area.

According to the TDMHSAS, Shelby County (Region 7) is the second highest region in the
State of Tennessee for psychiatric admissions to a TDMHSAS funded substance abuse
treatment center. Shelby County accounts for over 15%, or over 2,000 admissions
annually, from 2013 to 2015 of total Tennessee admissions.
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Table 10. Admissions by regio

TDIMHSAS Planning and

Policy Region Tennessee Region /1 Region 2 Region 3 Region 4 Region5 | Region6 |, Region?
Fvi3 13,765 1,783 2,911 1,690 1,457 1,909 1,617 2,351 47
100% 12.95% 21.15% 1228% 10.58% 13.87% 11.75% 17.08% 0.34%
s 13,918 1,895 2,804 1,815 1,589 1,866 1,778 2,165 6
100% 13.62% 20.15% 13.04% | 11.42% 13.41% 12.77% 15.56% 0.04%
— 13,702 2,036 2,542 1,817 1,831 1,681 1,712 2,075 8
100% 14.86% 18.55% 13.26% 13.36% 12.27% 12.49% 15.14% 0.06%

| Top25% |Bottom 25%
*Shelby County is represented by region 7 (TDMHSAS)

4. Planning Horizon: The applicant shall predict the need for psychiatric inpatient beds for the
proposed first two years of operation.

The applicant proposes to continue established services and the operation of 34 adult
psychiatric beds as shown in the first two years of operation in the newly proposed

relocation.
Methodist Psychiatric Unit — Historical and Projected Utilization/Occupancy
2014 | 2015 2016 2020 | 2021
Discharges 441 388 370 337 375
Days 8,467 | 7,791 | 7,336 6,640 | 7,388
Average Daily Census 23.20 | 21.35 | 20.04 18.19 | 20.24
Occupancy Rate 68% 63% 59% 54% | 60%

5. Establishment of Service Area: The geographic service area shall be reasonable and based
on an optimal balance between population density and service proximity of the applicant. The
socio-demographics of the service area and the projected population to receive services shall be
considered. The proposal’s sensitivity and responsiveness to the special needs of the service
area shall be considered, including accessibility to consumers, particularly women, racial and
ethnic minorities, low income groups, other medically underserved populations, and those who
need services involuntarily. The applicant may also include information on patient origination and
geography and transportation lines that may inform the determination of need for additional
services in the region.

Not applicable. Methodist is relocating existing services with an established service area.

Currently, Shelby County is the primary service area for the Methodist psychiatric
inpatient services. The relocation of the inpatient unit from Methodist University to
Methodist North will not impact the service area. Methodist will continue to serve the
Shelby County community as we have for over 40 years. Over 85% of inpatient
admissions originate from Shelby County. The proposed location is conveniently located
on Covington Pike, a major thoroughfare in Shelby County, and it is easily accessible to
patients traveling by car, public transportation or ambulance.
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Historical Utilization- % of total
County Residents procedures
Shelby County 313 85%
Other TN Counties 24 6%
Other AR Counties 14 4%
Other MS Counties 11 3%
Other States 9 2%
Total 370 100%

6. Composition of Services: Inpatient hospital services that provide only substance use services
shall be considered separately from psychiatric services in a CON application; inpatient hospital
services that address co-occurring substance use/mental health needs shall be considered
collectively with psychiatric services. Providers shall also take into account concerns of special
populations (including, e.g., supervision of adolescents, specialized geriatric, and patients with
comorbid medical conditions).

The composition of population served, mix of populations, and charity care are often affected by
status of insurance, TennCare, Medicare, or TriCare; additionally, some facilities are eligible for
Disproportionate Share Hospital payments based on the amount of charity care provided, while
others are not. Such considerations may also result in a prescribed length of stay.

The composition of services will not change. Methodist proposes to relocate existing
psychiatric beds, services and resources to the Methodist North Hospital campus.

The majority of patients admitted to the Methodist psychiatric unit are Severely and
Persistently Mentally Ill (SPMI) patients who are psychiatrically disabled adults with
Medicare coverage. Methodist will continue to serve chronic, SPMI patients in this unit
with onsite acute medical services to treat comorbid medical conditions. Projections
show the composition of the population and mix of populations served will change.

7. Patient Age Categorization: Patients should generally be categorized as children (0-12),
adolescents (13-17), adults (18-64), or geriatrics (65+). While an adult inpatient psychiatric
service can appropriately serve adults of any age, an applicant shall indicate if they plan to only
serve a portion of the adult population so that the determination of need may be based on that
age-limited population. Applicants shall be clear regarding the age range they intend to serve;
given the small number of hospitals who serve younger children (12 and under), special
consideration shall be given to applicants serving this age group. Applicants shall specify how
patient care will be specialized in order to appropriately care for the chosen patient category.

Methodist currently serves the 18+ age demographic and is committed to continue
serving this age demographic in the new location at Methodist North’s campus. The
majority of the patients admitted to the inpatient unit have Medicare coverage due to
psychiatric disabilities. Over 95% of current admissions to the psychiatric unit at
Methodist are Medicare patients, yet less than 15% of patients admitted to Methodist are
65 years old or older. Treatment programs are well established in the 40+ year old
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program to stabilize the chronically ill patient base that present with exacerbated
symptoms due to non-compliance with outpatient treatment plans.

8. Service to High-Need Populations: Special consideration shall be given to applicants providing
services fulfilling the unique needs and requirements of certain high-need populations, including
patients who are involuntarily committed, uninsured, or low-income.

The Methodist psychiatric unit currently serves the involuntarily committed, uninsured, or
low-income and will continue to do so after the proposed relocation.

9. Relationship to Existing Applicable Plans; Underserves Area and Populations: The
proposal’s relationships to underserved geographic areas and underserved population groups
shall also be a significant consideration. The impact of the proposal on similar services in the
community supported by state appropriations shall be assessed and considered; the applicant’s
proposal as to whether or not the facility takes voluntary and/or involuntary admissions, and
whether the facility serves acute and/or long-term patients, shall also be assessed and
considered. The degree of projected financial participation in the Medicare and TennCare
programs shall be considered.

There will be little to no impact on existing plans. These beds are already in existence,
and will simply be moved from Methodist University Hospital to Methodist North Hospital
so that these services can be continued throughout the Shelby County service area.
Methodist serves the adult SPMI patient population which is a large Medicare
psychiatrically disabled population. The patients that Methodist serves also tend to be
noncompliant and are admitted on both a voluntary and non-voluntary basis. The
applicant also cares for chronic and acute patients with comorbid medical condition that
require a longer time to stabilize.

The applicant treats TennCare patients on a case by case basis, and will continue to meet
the medical and psychiatric needs of the TennCare population.

Relationship to Existing Similar Services in the Area: The proposal shall discuss what similar
services are available in the service area and the trends in occupancy and utilization of those
services. This discussion shall also include how the applicant’s services may differ from existing
services (e.g., specialized treatment of an age-limited group, acceptance of involuntary
admissions, and differentiation by payor mix). Accessibility to specific special need groups shall
also be discussed in the application.

Methodist is proposing to relocate established services with the same resources,
composition of services and mix of populations. There is no projected or intended impact
to other existing providers. The relocation is driven by modernization plans at the
Methodist University Hospital campus.

The service area contains other adult psychiatric inpatient facilities including Memphis
Mental Health Institute (MMHI), Delta Medical Center, St. Francis Hospital — Park and
Lakeside Behavioral Health System as well as a new facility in east Shelby, Crestwyn
Behavioral Health Hospital.
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Crestwyn Behavioral Health Hospital opened in April 2015 transferring 60 beds from two

existing Shelby County facilities (Delta 20 beds and St. Francis 40 beds) with no net bed

increase in the service area. There is no Joint Annual report published yet for this facility
and is therefore not included in reported market statistics.

Four of the Shelby County facilities reported 590 licensed psychiatric beds between 2013
and 2015 with overall average occupancy of 67%, 64% and 71% respectively.

Discharges Days Occupancy %
Licensed

Facility Beds 2013 2014 2015 2013 2014 2018 2013 2014 2015
MMHI 55 1,213 1,565 1,547 | 18,207 | 168,877 | 17,208 | 90.7% | 84.1% | 86.2%
Delta ** 109 2,116 2,873 2,875 | 30,887 | 37,501 | 36,741 | 77.7% | 94.3% | 92.3%
St Francis 102 1,875 1,384 1,502 | 16,847 | 11,602 | 13,825 | 42.6% | 30.9% | 37.1%
Lakeside 290 6,941 6,275 7,887 | 71,143 | 62,428 | 77,002 | 67.2% | 59.0% | 72.8%
Total 590 12,670 | 12,538 | 14,199 | 145,240 | 136,773 | 182,748 | 67.4% | 63.5% | 70.9%

Source: Joint Annual Reports 2013-2015 yet Lakeside did not report 2015 Schedule H therefore Schedule G utilization for MDC 19 used as estimate

10. Expansion of Established Facility: Applicants seeking to add beds to an existing facility shall

11

provide documentation detailing the sustainability of the existing facility. This documentation shall
include financials, and utilization rates. A facility seeking approval for expansion should have
maintained an occupancy rate for all licensed beds of at least 80 percent for the previous year.
The HSDA may take into consideration evidence provided by the applicant supporting the need
for the expansion or addition of services without the applicant meeting the 80 percent threshold.
Additionally, the applicant shall provide evidence that the existing facility was built and operates,
in terms of plans, service area, and populations served, in accordance with the original project
proposal.

Not applicable. This project does not expand services or add beds.

.Licensure and Quality Considerations: Any existing applicant for this CON service category

shall be in compliance with the appropriate rules of the TDH and/or the TDMHSAS. The
applicant shall also demonstrate its accreditation status with the Joint Commission, the
Commission on Accreditation of Rehabilitation Facilities (CARF), or other applicable accrediting
agency. Such compliance shall provide assurances that applicants are making appropriate
accommodations for patients (e.g., for seclusion/restraint of patients who present management
problems, and children who need quiet space). Applicants shall also make appropriate
accommodations so that patients are separated by gender in regards to sleeping as well as
bathing arrangements. Additionally, the applicant shall indicate how it would provide culturally
competent services in the service area (e.g., for veterans, the Hispanic population, and LBGT
population).

The applicant is in compliance with the appropriate rules of the TDH and/or the TDMHSAS.
Further licensure documentation is attached. The applicant proposes a dedicated men’s
and women’s wing to ensure appropriate accommodations by gender. The applicant does
not discriminate against different cultures or populations of people. The applicant
maintains that they have a multi-diverse staff that aligns with the community.
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12. Institution for Mental Disease Classification: It shall also be taken into consideration whether
the facility is or will be classified as an Institution for Mental Disease (IMD). The criteria and
formula involve not just the total number of beds, but the average daily census (ADC) of the
inpatient psychiatric beds in relation to the ADC of the facility. When a facility is classified as an
IMD, the cost of patient care for Bureau of TennCare enrollees aged 21-64 will be reimbursed
using 100 percent state funds, with no matching federal funds provided; consequently, this
potential impact shall be addressed in any CON application for inpatient psychiatric beds.

Not applicable as Methodist is not an Institution for Mental Disease, but will serve
TennCare patients on a case by case basis for those that present to the Methodist unit in
need of medical attention.

13. Continuum of Care: Free standing inpatient psychiatric facilities typically provide only basic
acute medical care following admission. This practice has been reinforced by Tenn. Code Ann. §
33-4-104, which requires treatment at a hospital or by a physician for a physical disorder prior to
admission if the disorder requires immediate medical care and the admitting facility cannot
appropriately provide the medical care. It is essential, whether prior to admission or during
admission, that a process be in place to provide for or to allow referral for appropriate and
adequate medical care. However, it is not effective, appropriate, or efficient to provide the
complete array of medical services in an inpatient psychiatric setting.

The relocated psychiatric unit will be on the Methodist North Hospital campus which
provides treatment acute medical care for any physical disorder in need of immediate
medical attention prior to admission to the psychiatric unit or during the stay. The
admitting facility will be able to appropriately provide any medical care needed.

Through Methodist’s expansive referral network, the continuum of care for these patients
will provide the most conducive environment for these patients to thrive. Methodist
currently plays an active role in the psychiatric continuum of care in the service area and
has positive relationships with referral sources. Most of the applicant’s patients arrive
during crisis by ambulance and approximately 50% of admissions are direct referrals from
the Crisis Assessment Center. The other half of the patients generally come through other
Methodist Emergency Departments or are direct referrals from physician clinics. If the
relocation is approved, Methodist’s referral sources will re-direct ambulances and patients
to the Methodist North campus with planned minimal disruption to the admission process.

14. Data Usage: The TDH and the TDMHSAS data on the current supply and utilization of licensed
and CON-approved psychiatric inpatient beds shall be the data sources employed hereunder,
unless otherwise noted. The TDMHSAS and the TDH Division of Health Licensure and
Regulation have data on the current number of licensed beds. The applicable TDH JAR provides
data on the number of beds in operation. Applicants should utilize data from both sources in
order to provide an accurate bed inventory.

The TDH and the TDMHSAS data are the data sources utilized.
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15. Adequate Staffing: An applicant shall document a plan demonstrating the intent and ability to
recruit, hire, train, assess competencies of, supervise, and retain the appropriate numbers of
qualified personnel to provide the services described in the application and that such personnel
are available in the proposed Service Area. Each applicant shall outline planned staffing patterns
including the number and type of physicians. Additionally, the applicant shall address what kinds
of shifts are intended to be utilized (e.g., 8 hour, 12 hour, or Baylor plan). Each unit is required to
be staffed with at least two direct patient care staff, one of which shall be a nurse, at all times.
This staffing level is the minimum necessary to provide safe care. The applicant shall state how
the proposed staffing plan will lead to quality care of the patient population served by the project.
However, when considering applications for expansions of existing facilities, the HSDA may
determine whether the existing facility’s staff would continue without significant change and thus
would be sufficient to meet this standard without a demonstration of efforts to recruit new staff.

Methodist plans on relocating all staff with these beds and services to the proposed
location. The project includes a total of 27.91 employees in the project’s first full calendar
year of operation. The clinical / direct patient care staff for this project are currently
employed by Methodist with the staffing patterns as noted below. There will be no changes
to staffing patterns with this project. Methodist utilizes flexible staffing model based on the
psychiatric unit’s census as shown below with 12-hour RN shifts.

Number of Physicians
Full Part
Specialty Time Time Consulting
Psychiatry 2 2
Neurology 1
Internal Medicine 1
Number of Nursing Personnel
Shift RN Aides Other
5
Day (12 hour shift) 2 4
Evening 1
Night 3 (12 hour shift) 1
RN Duty Roster
MON -
Shift SUN FRI SAT
Day (12 hour shift) 3 5 3
Evening 1
Night (12 hour shift) 3 3 3

16. Community Linkage Plan: The applicant shall describe its participation, if any, in a community
linkage plan, including its relationships with appropriate health care system providers/services
and working agreements with other related community services assuring continuity of care (e.g.,
agreements between freestanding psychiatric facilities and acute care hospitals, linkages with
providers of outpatient, intensive outpatient, and/or partial hospitalization services). If they are
provided, letters from providers (e.g., physicians, mobile crisis teams, and/or managed care
organizations) in support of an application shall detail specific instances of unmet need for
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psychiatric inpatient services. The applicant is encouraged to include primary prevention
initiatives in the community linkage plan that would address risk factors leading to the increased
likelihood of Inpatient Psychiatric Bed usage.

The applicant is not adding services and will continue working agreements and
relationships that are already present.

17. Access: The applicant must demonstrate an ability and willingness to serve equally all of the
patients related to the application of the service area in which it seeks certification. In addition to
the factors set forth in HSDA Rule 0720-11-.01(1) (listing the factors concerning need on which
an application may be evaluated), the HSDA may choose to give special consideration to an
applicant that is able to show that there is limited access in the proposed service area.

The applicant has the ability and the willingness to serve equally all patients related to
this application. Methodist is committed to continue to serve the patient population as
they have for over 40 years.

18. Quality Control and Monitoring: The applicant shall identify and document its existing or
proposed plan for data reporting, quality improvement, and outcome and process monitoring
system. An applicant that owns or administers other psychiatric facilities shall provide information
on their surveys and their quality improvement programs at those facilities, whether they are
located in Tennessee or not.

The applicant provides a quality improvement program that includes outcomes and
process monitoring systems and currently reports all quality metrics to DNV. The
applicant is engaged in reporting this data on an ongoing and regular basis.

19. Data Requirements: Applicants shall agree to provide the TDH, the TDMHSAS, and/or the
HSDA with all reasonably requested information and statistical data related to the operation and
provision of services at the applicant’s facility and to report that data in the time and format
requested. As a standard of practice, existing data reporting streams will be relied upon and
adapted over time to collect all needed information.

The applicant agrees to provide the TDH, the TDMHSAS, and/or the HSDA with all
reasonably requested information and statistical data related to the operation and
provision of services at the applicant’s facility and to report that data in the time and
format requested.

B. Describe the relationship of this project to the applicant facility’s long-range development plans,
if any, and how it relates to related previously approved projects of the applicant.

Methodist has been operating the psychiatric inpatient unit for 44 years and is committed
to continue to operate the 34-bed unit in Memphis, Tennessee to provide high quality,
cost effective services to the greater Shelby County service area. Methodist Healthcare —
Memphis Hospitals is the only hospital system in the county that maintains hospital

locations in all four quadrants of the county. The applicant plans to continue to invest in
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Shelby County from all angles so that every community member has access to the full
continuum of healthcare services they need.

C. Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map for the Tennessee portion of the service area using the map on the
following page, clearly marked to reflect the service area as it relates to meeting the
requirements for CON criteria and standards that may apply to the project. Please include a
discussion of the inclusion of counties in the border states, if applicable.

Currently, Shelby County is the primary service area for the Methodist psychiatric
inpatient services. The relocation of the inpatient unit from Methodist University to
Methodist North will not impact the service area. Methodist will continue to serve the
Shelby County community as we have for over 40 years. Over 85% of inpatient
admissions originate from Shelby County.

Please complete the following tables, if applicable:

Historical Utilization- % of total
County Residents procedures
Shelby County 313 85%
Other TN Counties 24 6%
Other AR Counties 14 4%
Other MS Counties 11 3%
Other States 9 2%
Total 370 100%
Service Area Projected Utilization- % of total
Counties County Residents procedures
Shelby County 285 85%
Other TN Counties 22 6%
Other AR Counties 13 1%
Other MS Counties 10 3%
Other States 8 2%
Total 337 100%
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D. 1). a) Describe the demographics of the population to be served by the proposal.

b) Using current and projected population data from the Department of Heaith, the most
recent enrollee data from the Bureau of TennCare, and demographic information from
the US Census Bureau, complete the following table and include data for each county in
your proposed service area.

Projected Population Data: http://www.tn.gov/health/article/statistics-population

TennCare Enroliment Data: http://www.tn.gov/tenncare/topic/enrolilment-data

Census Bureau Fact Finder: http://factfinder.census.qov/faces/nav/jsf/pages/index.xhtml

Department of Health/Health Statistics Bureau of the Census TennCare
E N A
Demographic E = e . e = _
; ; (5] o~ ES e~ e = c N -~ | B ] »® s
Variable/Geographic | + e 8 & SE §3 § |28 | 8|3 2 = :
o S ] 55 LR © ®
Area § |85 |8 (8% (3% (3 |BE |8 |%2 |z |zue a8
.- 5 > 35 aa oy a O > o [3= |85 S>3 oS
S < a a o0 [ 9 o o 29 (G o AR F]
2z o'g & o> o > a4 g <« TS (@ oSl ege |gsd
28 |28 |8 (st |83 (85888 s |se2|s2 |s23|Sd |g&e
- =& - € pe oo oS |(od-| 8 |SE |95 Qao| 3 ]
85 |8¢ |22 |85 (&g |8%|seY & |82 |Bz (53t |sE |SEE
[ o PO |FO Lol Felras] = [2£ [d& ac 5|20 [BGe
Shelby County 964,804 | 986,423 | 2.24% | 716,092 | 732,768 (2.33%|74.29%| 34.6 |46,224| 196,471 | 20.60% | 281,655 | 29.19%
SenicelArea Total 964,804 | 986,423 | 2.24% | 716,092 | 732,768 (2.33%|74.29%| 34.6 |46,224| 196,471 | 20.60% | 281,655 | 29.19%
State of TN Total 6,887,572|7,179,512| 4.24% |(5,114,657|5,555,185 [8.61%|74.38%| 38.0 (45,219(1,117,594| 16.59% |1,559,209| 22.63%

* Target Population is population that project will primarily serve. For example, nursing home, home health
agency, hospice agency projects typically primarily serve the Age 65+ population; projects for child and
adolescent psychiatric services will serve the Population Ages 0-19. Projected Year is defined in select
service-specific criteria and standards. If Projected Year is not defined, default should be four years from
current year, e.g., if Current Year is 2016, then default Projected Year is 2020.

2) Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into
consideration the special needs of the service area population.

The applicant intends to focus on the psychiatric and medical needs of low-income,
Medicare, and self-pay patients. Shelby County’s population is made up of
approximately §5% minorities; approximately 27% people aged 55+ and approximately
51% female. Methodist aims to serve any and all special needs of the proposed
service area. Methodist serves the adult SPMI patient population which is a large
Medicare psychiatrically disabled population. The patients that Methodist serves also
tend to be noncompliant and are admitted on both a voluntary and non-voluntary
basis. The applicant also cares for chronic and acute patients with comorbid medical
condition that require a longer time to stabilize.

E. Describe the existing and approved but unimplemented services of similar healthcare providers
in the service area. Include utilization and/or occupancy trends for each of the most recent three
years of data available for this type of project. List each provider and its utilization and/or
occupancy individually. Inpatient bed projects must include the following data: Admissions or
discharges, patient days, average length of stay, and occupancy. Other projects should use the
most appropriate measures, e.g., cases, procedures, visits, admissions, etc. This doesn’'t apply
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to projects that are solely relocating a service.

Not Applicable. There are no existing and approved unimplemented services of similar
healthcare providers in the service area that the applicant is aware of at this time.

F. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three years and the projected annual utilization for each of the two years following completion of
the project. Additionally, provide the details regarding the methodology used to project
utilization. The methodology must include detailed calculations or documentation from referral
sources, and identification of all assumptions.

Methodist Healthcare-Memphis Hospitals Psychiatry Utilization and
Occupancy
2014 | 2015 | 2016 F 2020 | 2021
Discharges 441 388 370 337 375
Days 8467 7791 7336 6640 | 7388
Average Daily Census 23.20 | 21.35 | 20.04 18.19 | 20.24
Occupancy Rate 68% 63% 59% 54% 60%

Assumptions for Year 1
e 10% Utilization reduction in Year 1 due to slight disruption relocating unit.
Assumptions for Year 2

» 11% Utilization rebound in Year 2 as services stabilize and continue existing referral
patterns and admission processes.
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SECTION B: ECONOMIC FEASIBILITY

A. Provide the cost of the project by completing the Project Costs Chart on the following page. Justify
the cost of the project.

1)

2)

3)

4)

All projects should have a project cost of at least $15,000 (the minimum CON Filing Fee). (See
Application Instructions for Filing Fee)

The CON filing fee calculated from Line D of the Project Costs Chart is $15,000; therefore
a check for this amount accompanies the application.

The cost of any lease (building, land, and/or equipment) should be based on fair market value
or the total amount of the lease payments over the initial term of the lease, whichever is
greater. Note: This applies to all equipment leases including by procedure or “per click”
arrangements. The methodology used to determine the total lease cost for a "per click"
arrangement must include, at a minimum, the projected procedures, the "per click" rate and the
term of the lease.

Not applicable. This project does not include any leases.

The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included under
construction costs or incorporated in a facility lease.

Not applicable. This project does not include any fixed or moveable equipment.

Complete the Square Footage Chart on page 8 and provide the documentation. Please note
the Total Construction Cost reported on line 5 of the Project Cost Chart should equal the Total
Construction Cost reported on the Square Footage Chart.

Please see referenced charts for consistent documentation of Construction Costs.

5) For projects that include new construction, modification, and/or renovation—gdocumentation
must be provided from a licensed architect or construction professional that support the
estimated construction costs. Provide a letter that includes the following:

A letter from the architect follows as Attachment B: Economic Feasibility A5.

a) A general description of the project;

b) An estimate of the cost to construct the project;

c) A description of the status of the site’s suitability for the proposed project; and

d) Attesting the physical environment will conform to applicable federal standards,
manufacturer's specifications and licensing agencies’ requirements including the AIA
Guidelines for Design and Construction of Hospital and Health Care Facilities in current
use by the licensing authority
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L
3

PROJECT COST:CHART

l:""
g

A. Construction and equipment acquired by PUFChasei"ﬁ

1. Architectural and Engineering Fees ] $140,000
2. Legal, Administrative (Excluding CON Filing Fee),

Consultant Fees $10,000
3. Acquisition of Site -
4. Preparation of Site
5. Total Construction Costs $1,384,375
6. Contingency Fund $221,500
7. Fixed Equipment (Not included in Construction Contract) -
8. Moveable Equipment (List all equipment over $50,000 as

separate attachments — not applicable) $250,000
9. Other (Specifv) Technology, furniture and escalation estimates 5274, 125

B. Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land)

2. Building only

3. Land only

4. Equipment (Specify) B
5. Other (Specify)

C. Financing Costs and Fees:
1. Interim Financing

Underwriting Costs

2
3. Reserve for One Year's Debt Service
4 Other (Specify)

D. Estimated Project Cost

(A+B+C)
$2,280,000
E. CON Filing Fee $15,000
F. Total Estimated Project Cost
(D+E) TOTAL $2,295,000
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B. ldentify the funding sources for this project.

Check the applicable item(s) below and briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be inserted at the end of the application, in the
correct alpha/numeric order and identified as Attachment Section B-Economic Feasibility-B.)

— | 1) | Commercial loan — Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

2) | Tax-exempt bonds — Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

3) | General obligation bonds — Copy of resolution from issuing authority or minutes from
the appropriate meeting;

4) | Grants — Notification of intent form for grant application or notice of grant award,;

[><

5) | Cash Reserves — Appropriate documentation from Chief Financial Officer of the
organization providing the funding for the project and audited financial statements of the
organization; and/or

6) | Other — Identify and document funding from all other sources.

Methodist Healthcare is prepared to fund the project cost with cash reserves. See
the attached letter from the Chief Financial Officer. Attachment C: Economic
Feasibility B6

C. Complete Historical Data Charts on the following two pages—Do not modify the Charts provided
bmit CI bstitutions!

Historical Data Chart represents revenue and expense information for the last three (3) years for
which complete data is available. Provide a Chart for the total facility and Chart just for the services
being presented in the proposed project, if applicable. Only complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to
the parent company, another subsidiary of the parent company, or a third party with common
ownership as the applicant entity. ‘Management Fees to Non-Affiliates” should include any
management fees paid by agreement to third party entities not having common ownership with the
applicant. '
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HISTORICAL DATA CHART

X Total Facility
o Project Only

Give information for the last three (3) years for which complete data are available for the facility or agency. The fiscal year
begins in January (Month).

In 000’s Year 2014 Year 2015 Year 2016
A. Utilization Data (Discharges) 10,803 10,688 10,068
B. Revenue from Services to Patients
1. Inpatient Services $392,112 $401,124 $401,736
2. Outpatient Services 235,895 251,823 290,542
3. Emergency Services 73,366 64,819 62,005
4. Other Operating (Specify): 728 836 838
Gross Operating Revenue $702,101 $718,601 $755,121
C. Deductions form Gross Operating Revenue
1. Contractual 451,981 471,836 499,336
2. Provision for Charity 75,419 71,160 72,099
3. Provision for Bad Debt 23,559 24,221 24,276
Total Deductions $550,959 $567,218 $595,710
NET OPERATING REVENUE $151,142 $151,384 $159,411
D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care $39,435 $39,348 $41,514
b. Non-Patient Care 17,816 18,116 19,5615
Physician’s Salaries 204 170 227
. Supplies 27,455 27,520 27,282
4. Rent
a. Paid to Affiliates (429) (484) (530)
b. Paid to Non-Affiliates 462 351 301
5. Management Fees
a. Paid to Affiliates 558 583 576
b. Paid to Non-Affiliates
6. Other Operating 29,830 31,180 34,146
Total Operating Expenses $115,331 $116,784 $123,032
E. Earnings Before Interest, Taxes and Depreciation $35,811 $34,600 $36,379
F. Non-Operating Expenses
1. Taxes $162 $196 $186
2. Depreciation 6,633 7,188 7,616
3. Interest 149 88 1
4 Otherl Non-Operating 16,524 $16,828 $19,024
Total Non-Operating Expenses $23,468 $24,300 $26,836
NET INCOME (LOSS) $12,343 $10,300 $9,543
Chart Continues Onto Next Page
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NET INCOME (LOSS) $12,343 $.10,300 $.9,543
G. Other Deductions

$

$

1. Annual Principal Debt Repayment $
2. Annual Capital Expenditure
Total Other Deductions $
NET BALANCE $.12,343 $10,300 $ 9,543
DEPRECIATION $ 6,633 $.7,188 $.7,616
FREE CASH FLOW (Net Balance + Depreciation) $.18,976 $.17.488 $.17,158

X Total Facility
o Project Only

HISTORICAL DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 2014 Year 2015 Year 2016
In000’s
1. | Benefits $14,525 $14,933 $14,936
2. | Contract Labor 104 202 2,445
3. | Repairs and Maintenance 2,505 2,845 2,817
4. | Professional Fees 207 356 264
5. | Contract Services 5,602 5,950 6,378
6. | Accounting Legal & Consulting 342 268 277
7. | Advertising 15
8. | Dues and Subscriptions 33 63 62
9. | Education/Travel 120 127 171
10. | Utilities 1,611 1,593 1,631
11. | Insurance 894 774 1,051
12. | Food Services 1 2 1
13. | Laundry Services 642 678 652
14.| Print Shop 65 66 68
15. | Telephone 173 183 192
16. | Transcription 616 592 603
17. | Admin Cost Transfer and Allocation 1,361 1,368 1,365
18. | Associate Recruitment 52 28 249
19. | License/Accreditations Fees 44 72 55
20. | Minority Interest 376 424 344
21. | Misc Other 644 656 584
Total Other Expenses $20.830 sl 150 $34,146
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HISTORICAL DATA CHART

Behavioral Health Unit

o Total Facility
X Project Only

Give information for the last three (3) years for which complete data are available for the facility or agency. The fiscal year begins

in January (Month).
In 000’s Year 2014 Year 2015 Year 2016
A. Utilization Data 441 392 375
B. Revenue from Services to Patients
1. Inpatient Services $11,053 $10,408 $10,297
2. Outpatient Services
3. Emergency Services
4. Other Operating (Specify):
Gross Operating Revenue $11,053 $10,408 $10,297
C. Deductions form Gross Operating Revenue
1. Contractual $6,979 $5,222 $5,014
2. Provision for Charity 710 478 425
3. Provision for Bad Debt 288 212 176
Total Deductions $7.977 $5,912 $5,615
NET OPERATING REVENUE $3,076 $4,497 $4,682
D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care $1,849 $1,735 $1,707
b. Non-Patient Care 315 314 313
2. Physician’s Salaries 33 33 33
3. Supplies 137 111 107
4. Rent
a. Paid to Affiliates
b. Paid to Non-Affiliates
5. Management Fees
a. Paid to Affiliates
b. Paid to Non-Affiliates
6. Other Operating 1,208 1,186 1,302
Total Operating Expenses $3,541 $3,378 $3,462
E. Earnings Before Interest, Taxes and Depreciation $(465) $1,118 $1,220
F. Non-Operating Expenses
1. Taxes
2. Depreciation 19 21 14
3. Interest
4. Other Non-Operating
Total Non-Operating Expenses $19 $21 $14
NET INCOME (LOSS) $(484) $1,008 $1,206
Chart Continues Onto Next Page
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NET INCOME (LOSS)

$.(484) $1,098 $.1.206
G. Other Deductions
1. Annual Principal Debt Repayment $ $ $
2. Annual Capital Expenditure
Total Other Deductions $ $ $
NET BALANCE $(484) $.1,008 $ 1,206
DEPRECIATION ¢ 19 $21 $.14
FREE CASH FLOW (Net Balance + Depreciation) $(465) $.1.118 $1,220
[1 Total Facility
X Project Only
HISTORICAL DATA CHART-OTHER EXPENSES
OTHER EXPENSES CATEGORIES Year 2014 Year 2015 Year 2016
In 000’s
1. | Benefits $760 $720 $710
2. | Contract Labor 30 31 40
3. | Repairs and Maintenance 51 53 68
4. | Professional Fees 122 127 162
5. | Contract Services 155 161 205
6. | Utilities 31 33 42
7. | Insurance 26 28 35
8. | Laundry Services 8 9 11
Print Shop 2 2
10. | Telephone 6 8
11. | Contributions 9 10 13
12. | License/Accreditations Fees 1 2
13. | Postage/Freight 4 4 6
Total Other Expenses 1208 UL Sip=02
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D. Complete Projected Data Charts on the following two pages — Do not modify the Charts
provided or submit Chart substitutions!

The Projected Data Chart requests information for the two years following the completion of the
proposed services that apply to the project. Please complete two Projected Data Charts. One
Projected Data Chart should reflect revenue and expense projections for the Proposal Only (i.e., if
the application is for additional beds, include anticipated revenue from the proposed beds only, not
from all beds in the facility). The second Chart should reflect information for the total facility. Only
complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to
the parent company, another subsidiary of the parent company, or a third party with common
ownership as the applicant entity. ‘Management Fees to Non-Affiliates” should include any
management fees paid by agreement to third party entities not having common ownership with the
applicant.
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PROJECTED DATA CHART

X Total Facility
o Project Only

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in _January

(Month).

In 000’s Year 2020 Year 2021
A. Utilization Data Discharges 10,400 10,438
B. Revenue from Services to Patients

1. Inpatient Services $482,309 $502,791
2. Outpatient Services 315,002 330,816
3. Emergency Services 110,676 116,233
4. Other Operating (Specify): 839 847
Gross Operating Revenue $ 908,825 $ 950,685
C. Deductions form Gross Operating Revenue
1. Contractual $621,490 $654,135
2. Provision for Charity 85,143 88,980
3. Provision for Bad Debt 28,580 29,772
Total Deductions $735,213 $772,887
NET OPERATING REVENUE $173,613 $177,798
D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care $46,679 $48,109
b. Non-Patient Care 21,520 22,085
2. ::gs\;\cl:;agr;: Salaries 279 286
3. Supplies 31,388 32,426
4. Rent
a. Paid to Affiliates (519) (517)
b. Paid to Non-Affiliates 295 294
5. Management Fees
a. Paid to Affiliates 444 447
b. Paid to Non-Affiliates
6. Other Operating 36,775 37,5618
Total Operating Expenses $136,861 $140,648
E. Earnings Before Interest, Taxes and Depreciation $36,752 $37,150
F. Non-Operating Expenses
1. Taxes $197 $197
2. Depreciation 10,400 10,860
3. Interest (283) (283)
4. Other Non-Operating 21,356 22,163
Total Non-Operating Expenses $31,670 $32,937
NET INCOME (LOSS) $5,082 $4,213
Chart Continues Onto Next Page
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NET INCOME (LOSS)

G. Other Deductions
1. Annual Principal Debt Repayment

2.  Annual Capital Expenditure
Total Other Deductions
NET BALANCE

DEPRECIATION
FREE CASH FLOW (Net Balance + Depreciation)

$5,082

$4,213

$4.213
$.10.860
$15.072

X Total Facility
[1 Project Only

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 2020 Year 2021
In000’s
1. | Benefits $15,707 $16,196
2. | Contract Labor 2,803 2,885
3. | Repairs and Maintenance 3,093 3,109
4, | Professional Fees 601 636
5. | Contract Services 7,577 7,645
6. | Accounting Legal & Consulting 219 220
7. | Advertising
8. | Dues and Subscriptions 45 45
9. | Education/Travel 108 108
10. | Utilities 1,784 1,793
11. | Insurance 1,165 1,173
12. | Food Services 1 1
13. | Laundry Services 638 646
14. | Print Shop 68 69
15. | Telephone 192 195
16. | Transcription 580 585
17. | Admin Cost Transfer and Allocation 1,315 1,326
18. | Associate Recruitment 240 242
19. | License/Accreditations Fees 54 55
20. | Minority Interest 5 (1)
21. | Contributions 11 14
22. | Misc Other 568 574
Total Other Expenses $36,775 $37,518
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Behavioral Health Unit

PROJECTED DATA CHART

o Total Facility
X Project Only

Give information for the last 2 years for which complete data are available for the facility or agency. The fiscal year begins in

January (Month).

In 000’s Year 2020 Year 2021
A. Utilization Data Discharges 337 375
B. Revenue from Services to Patients

1. Inpatient Services $10,735 $12,423
2. OQutpatient Services
3. Emergency Services
4. Other Operating (Specify):
Gross Operating Revenue $10,735 $12,423
C. Deductions form Gross Operating Revenue
1. Contractual $5,771 $6,840
2. Provision for Charity 490 580
3. Provision for Bad Debt 203 241
Total Deductions $6,464 $7,661
NET OPERATING REVENUE $4,271 $4,762
D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care $1,580 $1,811
b. Non-Patient Care 319 322
Physician's Salaries 33 33
. Supplies 98 112
4. Rent
a. Paid to Affiliates
b. Paid to Non-Affiliates
5. Management Fees
a. Paid to Affiliates
b. Paid to Non-Affiliates
6. Other Operating 1,207 1,417
Total Operating Expenses $3,238 $3,695
E. Earnings Before Interest, Taxes and Depreciation $1,032 $1,066
F. Non-Operating Expenses
1. Taxes
2. Depreciation 241 239
3. Interest 91 91
4. Other Non-Operating
Total Non-Operating Expenses $332 $330
NET INCOME (LOSS) $700 $736
Chart Continues Onto Next Page
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NET INCOME (LOSS)

$.700 $736
G.  Other Deductions
1. Annual Principal Debt Repayment $ $
2. Annual Capital Expenditure
Total Other Deductions $ $
NET BALANCE $ 700 $.736
DEPRECIATION $241 $.239
FREE CASH FLOW (Net Balance + Depreciation) $ 941 $.975

[1 Total Facility
X Project Only

PROJECTED DATA CHART-OTHER EXPENSES

QOTHER EXPENSES CATEGORIES Year 2020 Year 2021

In000's

1. | Benefits $667 $749

2. | Contract Labor 36 45

3. | Repairs and Maintenance 62 76

4. | Professional Fees 148 183

5. | Contract Services 187 231

6. | Utilities 38 47

7. | Insurance 32 39

8. | Laundry Services 10 12

9. | Print Shop 2 3

10. | Telephone 7 9

11. | Contributions " 14

12. | License/Accreditations Fees 2 2

13. | Misc other 5 6
Total Other Expenses $1.207 $1.417
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E. 1) Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge using information from the Projected Data Chart for Year 1 and
Year 2 of the proposed project. Please complete the following table.

I;' 10 | Previous | Current | Year Year % Change
o 1 7'|u Year Year One Two (Current Year to

IRl &N Year 2)
Gross Charg $26,552 | $27,460 | $31,853 | $33,127 21%
Revehue/Utilization Data)
Deduction from Revenue (Total $15,081 | $14,974 | $19,181 | $20,430 36%
Deductions/Utilization Data)
Average Net Charge (Net $11,471 | $12,485| $12,673 | $12,698 2%
Operating Revenue/Utilization
Data)

2) Provide the proposed charges for the project and discuss any adjustment to current charges
that will result from the implementation of the proposal. Additionally, describe the anticipated
revenue from the project and the impact on existing patient charges.

There will be no change to the existing charge structure as a result of this project, yet
there will be normal unrelated rate increases over the next several years. The historical
and proposed charges per discharge are shown in the table above which projects
minimal increase in net operating revenue over the five year period. See the current
room and bed charges below.

Charge/Procedure Current Rate
ROOM AND BED

PSYCH PRIVATE R&B $ 1,147

PSYCH SEMI-PRIVATE R&B $1,117

3) Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services
and Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Based upon the review, the proposed gross and net revenue per discharge are
reasonable and comparable to other Tennessee facilities. There will be no impact to
the charge structure due to this project. The table below shows the comparison of
charges/revenue based on recently approved Certificates of Need for Psychiatric

facilities.

- Project | Gross Oper Rev per Net Oper Rev per
Facility/CON CON Year Discharge Discharge
Methodist North Hospital Proposed project 2020 $31,853 $12,673
i RN SSIANIGHSE CN1310-040 | 2015 $13,804 $7,799
TriStar Maury Regional
Behavioral Health CN1610-036 2018 $36,831 $8,266
Parkridge West Hospital CN1611-039 2018 $28,748 $3,603
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F. 1) Discuss how projected utilization rates will be sufficient to support the financial performance.
Indicate when the project’s financial breakeven is expected and demonstrate the availability
of sufficient cash flow until financial viability is achieved. Provide copies of the balance sheet
and income statement from the most recent reporting period of the institution and the most
recent audited financial statements with accompanying notes, if applicable. For all projects,
provide financial information for the corporation, partnership, or principal parties that will be a
source of funding for the project. Copies must be inserted at the end of the application, in
the correct alpha-numeric order and labeled as Attachment Section B-Economic
Feasibility-F1. NOTE: Publicly held entities only need to reference their SEC filings.

All cash is held at the corporate level, see the attached Methodist Le Bonheur
Healthcare December 2016 Balance Sheet (Attachment B: Economic Feasibility F1) for
the financial viability of the health system. The projections in this application show the
Hospital and Psychiatric inpatient service will remain financially viable with breakeven
by year 1 (2020). Methodist North Hospital is an integral part of Methodist Healthcare-
Memphis Hospitals currently with 246 of the total 1,593 licensed beds. This investment
will contribute to the long term viability and sustainability of the campus.

2) Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the
variable or operating costs have been paid. The formula for this ratio is: (Earnings before
interest, Taxes, and Depreciation/Net Operating Revenue).

Utilizing information from the Historical and Projected Data Charts please report the net
operating margin ratio trends in the following table:

41

2nd Year 1st Year . .
Year previous to previous to Current Year P:? é(;cr:t;ed P? ézftg d
Current Year | Current Year
Net -0.15 0.25 0.26 0.24 0.22
Operating
Margin Ratio
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3) Capitalization Ratio (Long-term debt to capitalization) — Measures the proportion of debt
financing in a business’s permanent (Long-term) financing mix. This ratio best measures a
business’s true capital structure because it is not affected by short-term financing decisions.
The formula for this ratio is: (Long-term debt/(Long-term debt+Total Equity (Net assets)) x
100).

For the entity (applicant and/or parent company) that is funding the proposed project please
provide the capitalization ratio using the most recent year available from the funding entity’s
audited balance sheet, if applicable. The Capitalization Ratios are not expected from outside
the company lenders that provide funding.

The Capitalization Ratio for MLH 2016 Audited Financial Statements is 0.26.

G. Discuss the project’s participation in state and federal revenue programs including a description
of the extent to which Medicare, TennCare/Medicaid and medically indigent patients will be
served by the project. Additionally, report the estimated gross operating revenue dollar amount
and percentage of projected gross operating revenue anticipated by payor classification for the
first year of the project by completing the table below.

Applicant’s Projected Payor Mix, Year 1

Payor Source Projected Gross As a % of total
Operating Revenue

Medicare/Medicare Managed Care 510,367,781 96.6%
TennCare/Medicaid A28 B
Commercial/Other Managed Care 20,529 0.2%
Self-Pay )
Charity Care
VA 312,992 2.9%
Total $10,734,510 100.0%

H. Provide the projected staffing for the project in Year 1 and compare to the current staffing for the
most recent 12-month period, as appropriate. This can be reported using full-time equivalent
(FTEs) positions for these positions. Additionally, please identify projected salary amounts by
position classifications and compare the clinical staff salaries to prevailing wage patterns in the
proposed service area as published by the Department of Labor & Workforce Development
and/or other documented sources.
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Position Existing Projected | Average Wage . Area _
Classification FTEs FTEs (Contractual | Wide/Statewide
(2016) Year 1 Rate) Average Wage
a) Direct Patient Care Tk ' ' i) |
Positions _
Activity Coordinator 0.6 0.5 $20.92 $20.92
Mental Health Counselor 1.0 1.0 $27.99 $22.18
Mental Health Technician 10.8 8.0 $15.70 $14.32
Patient Care Coord/ Variable 1.1 1.0 $38.28 $46.96
RN 11.2 10.0 $31.83 $30.86
Total Direct Patient 24.7 20.5
Care Positions
Position Existing Projected | Average Wage . Area _
Classification FTEs FTEs (Contractual | Wide/Statewide
(2016) Year 1 Rate) Average Wage*
b) Non-Patient Care
Positions _
Case Manager 1.5 1.0 $26.62 $33.40
Security 4.2 4.2 $14.22 $13.13
Maintenance 2.2 2.2 $17.23 $17.34
Total Non-Patient 7.9 7.4
Care Positions
Total Employees 32.6 27.9
(A+B)
c) Contractual Staff - .
Total Staff 32.6 27.9
(a+b+c)

*US Bureau of Labor Statistics

I. Describe all alternatives to this project which were considered and discuss the advantages and

disadvantages of each alternative including but not limited to:

1) Discuss the availability of less costly, more effective and/or more efficient alternative methods
of providing the benefits intended by the proposal. If development of such alternatives is not

practicable, justify why not, including reasons as to why they were rejected.

o The unit is currently housed on the 8" Floor of Crews Wing at Methodist University

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete.

Hospital which is scheduled for demolition summer 2019. Since Methodist is
committed to maintaining psychiatric inpatient services for the community, new
locations were considered. The possibilities were narrowed to the Methodist
University campus in Thomas Wing, and the Methodist North campus.

This project was the more cost effective location and less disruptive option for the
relocation. The proposed location is attached to the main hospital but contained as
singular space; it has a covered entrance and close parking. The building is
isolated from the rest of the general hospital with a separate entrance. The secured,
controlled access makes it an optimal setting for psychiatric services to ensure
privacy and security. Renovations on the North campus were less extensive since it
is a separate space.

While it is separate, it is adjacent to the hospital with close proximity to support
services such as environmental services, security and food and nutrition.

The proposed location provides more square footage for the service line adding
more expansive group therapy and activities space and a larger environment of
care.

RDA 1651
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2) Document that consideration has been given to alternatives to new construction, e.g.,

modernization or sharing arrangements.

There is no new construction. The building on the North campus will be renovated with
new finishes and fixtures including architectural features to reduce ligature risk and
prevent patients from harming themselves. Renovations are minimal.

: C Y Cc

A. List all existing health care providers (i.e., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or
plans to have contractual and/or working relationships, that may directly or indirectly apply to the
project, such as, transfer agreements, contractual agreements for health services.

The Methodist Healthcare-Memphis Hospitals’ license includes five hospitals-

Methodist University Hospital

Methodist South Hospital

Methodist North Hospital

Methodist Le Bonheur Germantown Hospital
Le Bonheur Children's Hospital

Additionally, Methodist Healthcare-Memphis Hospitals owns and operates Methodist
Alliance Services, a comprehensive home care company, and a wide array of other
ambulatory services such as urgent care centers and ambulatory surgery centers.

Methodist Healthcare is part of the University Medical Center Alliance which also
includes the University of Tennessee and the Memphis Regional Medical Center (The
Med). The goal of this council is to support the quality of care, patient safety and
efficiency across all three institutions.

There are also agreements with the Mid-South Tissue Bank, the Mid-South Transplant
Foundation, and PhyAmerica.

Methodist Healthcare has working relationships with the following physician groups:
* The West Clinic
¢ UT Medical Group, Inc.
* UT Le Bonheur Pediatric Specialists
* Campbell Clinic Orthopaedics
* Pediatric Anesthesiologists PA
* Pediatric Emergency Specialists PC
* Semmes-Murphey Neurologic and Spine Institute
* Methodist Primary and Specialty Care Groups

B. Describe the effects of competition and/or duplication of the proposal on the health care system,
including the impact to consumers and existing providers in the service area. Discuss any
instances of competition and/or duplication arising from your proposal including a description of the
effect the proposal will have on the utilization rates of existing providers in the service area of the
project.
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1) Positive Effects
The proposed project will have a positive impact on the Shelby County health care
community. The project is the relocation of established psychiatric services and
affirms Methodist’s commitment to continue to provide psychiatric services in the
service area in a larger, newly renovated space.

2) Negative Effects
The project will not negatively affect any providers in the service area. These are
existing Methodist beds which will be relocated within the same hospital system
less than 14 miles away.

C. 1) Discuss the availability of and accessibility to human resources required by the proposal,
including clinical leadership and adequate professional staff, as per the State of Tennessee
licensing requirements and/or requirements of accrediting agencies, such as the Joint
Commission and Commission on Accreditation of Rehabilitation Facilities.

Currently, Methodist’s psychiatric beds are located and operated at Methodist
University Hospital. With this proposed relocation not only would the beds be
relocated, but all the clinical leadership, professional staff, and accessibility to
human resources would be relocated as well.

The applicant projects a total of 27.91 associated in the project’s first full calendar
year of operation. All current staff will be relocated along with the beds and service
to the proposed location. FTEs are not added with this project.
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2) Verify that the applicant has reviewed and understands all licensing and/or certification as
required by the State of Tennessee and/or accrediting agencies such as the Joint Commission
for medical/clinical staff. These include, without limitation, regulations concerning clinical
leadership, physician supervision, quality assurance policies and programs, utilization review
policies and programs, record keeping, clinical staffing requirements, and staff education.

The applicant so verifies. Methodist North Hospital reviewed and meets all the State
requirements for physician supervision, credentialing, admission privileges, and
quality assurance policies and programs, utilization review policies and programs,
record keeping and staff education.

3) Discuss the applicant’s participation in the training of students in the areas of medicine, nursing,
social work, etc. (e.g., internships, residencies, etc.).

Methodist Healthcare has clinical affiliation agreements with multiple colleges
including twenty for nursing, thirty for rehabilitation service professionals (physical
therapy, speech therapy, and audiology), three for pharmacy, and almost twenty for
other allied health professionals including paramedics, laboratory, respiratory
therapy, radiation therapy technicians.

Methodist participates very heavily in the training of students from various medical
disciplines. Since relationships exist with most of the schools in Memphis, most of the
students have also been trained academically in this region. The three primary disciplines
that participate in the training of students at Methodist are medicine, nursing and
psychosocial services.

In the area of medicine, there are many different specialties represented in the interns and
residents who train at Methodist — there are more than twenty different specialties.
Likewise, since there are several nursing schools in the area, Methodist is very active in
the training of future nurses. These nurses come from several types of programs, which
include Bachelor’'s Degrees, Associate Degrees, Licensed Practical Nurse programs and
Diploma programs. Methodist participates in training of students from the following

schools:

Methodist Healthcare Baptist Health System

University of Tennessee Regional Medical Center

University of Memphis Southwest Tennessee Community College
Northwest Mississippi Jr. College Tennessee Centers of Technology

D. Identify the type of licensure and certification requirements applicable and verify the applicant has
reviewed and understands them. Discuss any additional requirements, if applicable. Provide the
name of the entity from which the applicant has received or will receive licensure, certification, and/or
accreditation.

Licensure: State of Tennessee Hospital Licensure Survey in 2008 (see Attachment Orderly
Development D for current license and Licensure Survey)

Certification Type (e.g. Medicare SNF, Medicare LTAC, etc.): Medicare Hospital

Accreditation (i.e., Joint Commission, CARF, etc.): DNV GL-Healthcare
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1) If an existing institution, describe the current standing with any licensing, certifying, or accrediting
agency. Provide a copy of the current license of the facility and accreditation designation.
e Full accreditation by DNV-GL Healthcare; Effective: 2/27/2017 - 2/27/2020 (see
Attachment Orderly Development D1 for accreditation letter and certificate)

2) For existing providers, please provide a copy of the most recent statement of deficiencies/plan
of correction and document that all deficiencies/findings have been corrected by providing a letter

from the appropriate agency.
e See Attachment Orderly Development D1 for accreditation letter and certificate

3) Document and explain inspections within the last three survey cycles which have resulted in
any of the following state, federal, or accrediting body actions: suspension of admissions, civil
monetary penalties, notice of 23-day or 90-day termination proceedings from
Medicare/Medicaid/TennCare, revocation/denial of accreditation, or other similar actions.

In March 2016 we received a notice of 23-day termination proceedings related to
inappropriate use of force by a security officer at Methodist North Hospital. The
hospital’s Plan of Correction was accepted by CMS, and the follow-up survey on
4/5/2016 determined we were in full compliance with the Medicare Conditions of
Participation (see Attachment Orderly Development D2 for CMS Letter of

Compliance).

a) Discuss what measures the applicant has or will put in place to avoid similar findings in the

future.
Under the leadership of a newly appointed system director of Environmental Health

and Security, the hospital instituted an ongoing QAPI program for the Security
Department. In addition, policies and procedures, training and competency for
security officers were standardized.

E. Respond to all of the following and for such occurrences, identify, explain and provide
documentation:

1) Has any of the following:

a) Any person(s) or entity with more than 5% ownership (direct or indirect) in the applicant (to
include any entity in the chain of ownership for applicant);

There is no person (s) or entity with more than 5% ownership (direct or indirect) in
the applicant.

b) Any entity in which any person(s) or entity with more than 5% ownership (direct or indirect) in
the applicant (to include any entity in the chain of ownership for applicant) has an ownership
interest of more than 5%; and/or

There is no entity in which any person(s) or entity with more than 5% ownership
(direct or indirect) in the applicant (to include any entity in the chain of ownership for
applicant) has an ownership interest of more than 5%.

c) Any physician or other provider of health care, or administrator employed by any entity in
which any person(s) or entity with more than 5% ownership in the applicant (to include any
entity in the chain of ownership for applicant) has an ownership interest of more than 5%.

There is no physician or other provider of health care, or administrator employed
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by any entity in which any person(s) or entity with more than 5% ownership in the
applicant (to include any entity in the chain of ownership for applicant) has an
ownership interest of more than 5%.
2) Been subjected to any of the following:
a) Final Order or Judgment in a state licensure action;
There is no Final Order or Judgment in a state licensure action.

b) Criminal fines in cases involving a Federal or State health care offense;

There are no criminal fines in cases involving a Federal or State health care offense.

c) Civil monetary penalties in cases involving a Federal or State health care offense;

There are no civil monetary penaities in cases involving a Federal or State health care
offense.

d) Administrative monetary penalties in cases involving a Federal or State health care offense;

There are no administrative monetary penalties in cases involving a Federal or State
health care offense.

e) Agreement to pay civil or administrative monetary penalties to the federal government or any
-state in cases involving claims related to the provision of health care items and services:;
and/or

There is no agreement to pay civil or administrative monetary penalties to the
federal government or any state in cases involving claims related to the provision of
health care items and services.

f) Suspension or termination of participation in Medicare or Medicaid/TennCare programs.

There is no Suspension or termination of participation in Medicare or
Medicaid/TennCare programs.

g) Is presently subject of/to an investigation, regulatory action, or party in any civil or criminal
action of which you are aware.

There is presently no subject of/to an investigation, regulatory action, or party in
any civil or criminal action of which we are aware.

h) Is presently subject to a corporate integrity agreement.
The applicant is not presently subject to a corporate integrity agreement.

F. Outstanding Projects:

1) Complete the following chart by entering information for each applicable outstanding CON by
applicant or share common ownership; and
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CON Number | Project Name .
Approved | Due Date Date Filed Date
CN1503- 008 MH- South ED Expansion 6/24/2015 7/2017 7/13/2017 8/1/2018
and Renovation
ICN-1602-009 MH- University Onsite 5/25/2016 8/2017 7/13/2017 7/1/2020

Replacement and
Modernization of Hospital
Campus

* Annual Progress Reports — HSDA Rules require that an Annual Progress Report (APR) be submitted each year.
The APR is due annually until the Final Project Report (FPR) is submitted (FPR is due within 90 ninety days of the
completion and/or implementation of the project). Brief progress status updates are requested as needed. The
project remains outstanding until the FPR is received.

2) Provide a brief description of the current progress, and status of each applicable outstanding
CON.

e CN1503- 008 (MH- South ED Expansion and Renovation) was scheduled in four phases: Phase
1: Helipad relocation; Phase 2: New construction of expanded ED; and Phase 3 & 4: Phased
renovation of existing ED. All Phases are 100% complete. The hospital is working with the
State of Tennessee for final approval this month. The project will be complete August 2017.
The project is within the proposed budget.

e CN-1602-009 (MH- University Onsite Replacement and Modernization of Hospital Campus) is
scheduled in two phases: 1) Renovation of existing hospital and 2) Construction of new tower.
The design for the project is 100% complete. The project is on schedule and within proposed
budget. The overall completion date for the entire project is December 2019.
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G. Equipment Registry — For the applicant and all entities in common ownership with the applicant.

1) Do you own, lease, operate, and/or contract with a mobile vendor for a Computed Tomography
scanner (CT), Linear Accelerator, Magnetic Resonance Imaging (MRI), and/or Positron
Emission Tomographer (PET)? __ Yes _

2) If yes, have you submitted their registration to HSDA? If you have, what was the date of
submission?_3/30/2017

3) If yes, have you submitted your utilization to Health Services and Development Agency? If you
have, what was the date of submission? 3/30/2017

SECTION B: QUALITY MEASURES

Please verify that the applicant will report annually using forms prescribed by the Agency concerning
continued need and appropriate quality measures as determined by the Agency pertaining to the certificate
of need, if approved.

The applicant will annually report continued need and appropriate quality measures as the
Agency sees fit.

SECTION C: STATE HEALTH PLAN QUESTIONS

T.C.A. §68-11-1625 requires the Tennessee Department of Health’s Division of Health Planning to develop
and annually update the State Health Plan (found at http://www.tn.gov/health/topic/health-planning ). The
State Health Plan guides the State in the development of health care programs and policies and in the
allocation of health care resources in the State, including the Certificate of Need program. The 5 Principles
for Achieving Better Health are from the State Health Plan’s framework and inform the Certificate of Need
program and its standards and criteria.

Discuss how the proposed project will relate to the 5 Principles for Achieving Better Health found in the
State Health Plan.

A. The purpose of the State Health Plan is to improve the health of the people of Tennessee.

This project involves reIocatinF already existing licensed beds in the same
county within the same hospital system. Methodist has improved the health of
the community with these beds for over 40 years and wants to continue to do
so.

B. People in Tennessee should have access to health care and the conditions to achieve optimal health.
By relocating these beds, Methodist will be able to utilize a space that is attached to our
facility but is contained as a singular space. There is a covered entrance and close
parking as well as easy access for support services such as EVS, Security, Food and
Nutrition. The unit will continue to be connected to a general hospital to serve additional
medical needs. Methodist also has a strong referral network that is able to connect
patients to other providers so that they can achieve optimal health and continued care.

C. Health resources in Tennessee, including health care, should be developed to address the health of
people in Tennessee while encouraging economic efficiencies.

Methodist continues to encourage economic efficiencies with the patients that they
current see and will continue to do so if this application is approved. This project was
the more cost effective location and less disruptive option for the relocation. The
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proposed location is attached to the main hospital but contained as singular space.
The secured, controlled access makes it an optimal setting for psychiatric services to
ensure privacy and security. Renovations on the North campus were less extensive
since it is a separate space.

D. People in Tennessee should have confidence that the quality of health care is continually monitored
and standards are adhered to by providers.

The applicant’s 34 psychiatric beds have been in operation for over 40 years. The
longevity of this unit and program is evidence that this facility provides high quality
healthcare and its standards are monitored on an ongoing basis. The applicant
provides a quality improvement program that includes outcomes and process
monitoring systems and currently reports all quality metrics to DNV. The applicant
is engaged in reporting this data on an ongoing and regular basis.

E. The state should support the development, recruitment, and retention of a sufficient and quality health
workforce.
Methodist Healthcare has clinical affiliation agreements with multiple colleges

including twenty-three for nursing, thirty for rehabilitation service professionals
(physical therapy, speech therapy, and audiology), three for pharmacy, and nineteen
for other allied health professionals including paramedics, laboratory, respiratory
therapy, radiation therapy technicians. These affiliations represent the dedication
that Methodist has to supporting the efforts of developing, recruiting, and retaining
sufficient and quality associates.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper that includes a copy of the
publication as proof of the publication of the letter of intent.

NOTIFICATION REQUIREMENTS
(Applies only to Nonresidential Substitution-Based Treatment Centers for Opiate Addiction)

Note that T.C.A. §68-11-1607(c)(9)(A) states that “...Within ten (10) days of the filing of an application
for a nonresidential substitution-based treatment center for opiate addiction with the agency, the
applicant shall send a notice to the county mayor of the county in which the facility is proposed to be
located, the state representative and senator representing the house district and senate district in which
the facility is proposed to be located, and to the mayor of the municipality, if the facility is proposed to
be located within the corporate boundaries of a municipality, by certified mail, return receipt requested,
informing such officials that an application for a nonresidential substitution-based treatment center for
opiate addiction has been filed with the agency by the applicant.”

Failure to provide the notifications described above within the required statutory timeframe will result in
the voiding of the CON application.

Please provide documentation of these notifications.

DEVELOPMENT SCHEDULE

T.C.A. §68-11-1609(c) provides that a Certificate of Need is valid for a period not to exceed three
(3) years (for hospital projects) or two (2) years (for all other projects) from the date of its
issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause
shown. Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of
Need for a period upon application and good cause shown, accompanied by a non-refundable
reasonable filing fee, as prescribed by rule. A Certificate of Need which has been extended
shall expire at the end of the extended time period. The decision whether to grant such an
extension is within the sole discretion of the Agency, and is not subject to review,
reconsideration, or appeal.

1. Complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each
phase.

See the Project Completion Forecast Chart on the following page.

2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph,
please state below any request for an extended schedule and document the “good cause”
for such an extension.

Not applicable
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PROJECT COMPLETION FORECAST CHART

Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the date
listed in Item 1. below, indicate the number of days from the HSDA decision date to each phase
of the completion forecast.

Days Anticipated Date
| Phase i [Month/Year]
1. Initial HSDA decision date
30 1/2018
2. Architectural and engineering contract signed
60 7/2018
3. Construction documents approved by the Tennessee
Department of Health
15 7/2018
4. Construction contract signed
15 8/2018
5. Building permit secured
NA NA
6. Site preparation completed
180 total 12/2018
7. Building construction commenced
90 2/2019
8. Construction 40% complete
160 5/2019
9. Construction 80% complete
180 6/2019
10. Construction 100% complete (approved for occupancy
30 7/2019
11. *Issuance. of License
30 7/2019
12. *Issuance of Service
1 9/2019
13. Final Architectural Certification of Payment
1 9/2019
14. Final Project Report Form submitted (Form HR0055)
*For projects that DO NOT involve construction or renovation, complete Items 11 & 12 only.

NOTE: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF SHELBY

NAME OF FACILITY: METHODIST HEALTHCARE — MEMPHIS HOSPITALS, DBA
METHODIST NORTH HOSPITAL

|, FLORENCE JONES, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,
accurate, and complete.

Signature/T it!% 3

Sworn to and subscribed before me, a Notary Public, this the 2{ 75 day of 5{;’#‘6‘9)@?'20 [ 7,

witness my hand at office in the County of Shelby, State of Tennessee.

kﬁﬁv%(‘:&; u_(_{fﬁg—ﬂ.(

NOTARY @ﬁsuc

My commission expires My Commission Expires January 20, 2019

HF-0043

Revised 7/02
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{'@ Methodist.

September 14, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Buildin%
502 Deaderick Street, 9"
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Le Bonheur Healthcare, centered in Shelby County, is one of
Tennessee’s largest healthcare providers. Methodist Healthcare’s principal
acute care subsidiary organization is Methodist Healthcare--Memphis Hospitals
that owns and operates five Shelby County hospitals. Methodist North Hospital
is the 246-bed adult facility located in the northern quadrant of the Methodist
service area. Methodist North is filing a Certificate of Need for the relocation of
the 34-bed Methodist Psych inpatient unit currently located on the Methodist
University Hospital campus to the Methodist North campus.

Methodist would like to request this project for the Consent Calendar for the
reasons noted below:

o The need for this project is supported by the State Health Plan, as these are
existing beds and Methodist is not proposing new beds or new services. Al
Need, Financial, Development and Quality criteria are met with the proposal.

¢ Methodist has operated the psychiatric unit since 1973, and is committed to
continue high quality and cost effective services.

e Methodist University Hospital is undergoing a modernization plan approved by
CN1602-009. The demolition of the Crews building — where the psychiatric unit
is housed — will force the relocation of the program and beds.

¢ The choice to relocate the 34 beds to a hospital within the same system, only
13.7 miles away, allows Methodist to serve the same community with the same
resources. The full program including equipment, staff, and physicians be
relocated simultaneously.

* There are no negative implications with the proposal for the Methodist program,
referral sources or competitors and most importantly patients.

¢ The applicant is relocating further away that all other competitors except
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Lakeside Behavioral Health System. Although the location is closer to Lakeside,
they offer broader, complimentary services including substance abuse, chemical
dependency as well as adolescent and geriatric inpatient beds. Methodist has a
positive working and referral relationship with Lakeside.

Methodist

Methodist University North
Lakeside Behavioral Health System 21.0 miles 9.2 miles
Delta Medical Center 11.8 miles 17.1 miles
St. Francis Hospital - Park 12.7 miles 12.7 miles
Crestwyn Behavioral Health Hospital 21.8 miles 22.7 miles

e This project is economically feasible. The projections in this application show
Methodist North Hospital and psychiatric inpatient service will remain financially
viable with breakeven by year 1 (2020).

Methodist North Hospital is an integral part of Methodist Healthcare-Memphis
Hospitals currently with 246 of the total 1,593 licensed beds. This investment will
contribute to the long term viability and sustainability of the campus as well as the
well-established psychiatric program.

We respectfully request your consideration.

Sincerely,

Carol Weidenhoffer
Senior Director of Planning and Business Development
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ARTICLES OF AMBMDMRNT 7O TN chaxrun
or {
METRODIST MOSPITALE OF MENPRIF

" .
‘a

Sh i Banpyrscans +

% oy
' - s R
Pursuapt to the provisions of Baetion 48-60-101 et. neq. osl%

e  the ‘Tensesses Nonprofit Corporation  Act, . the underzigned’

corporation adopts the following Articles of Amendment to it
Charrer: : e

1. The name of the corporation is,
Methodist Hoepitals of Memphis
2. The amandment adopted im:

y e The name of cthe corporation . is :hereby changed from
S ;o Methodist Hospitala of Memphis te Methodist MHealthcare -
Memphis Hospitals. LT :

3. Tha Amendment waa duly adopted on January 15, 1958 by the
Board of Directors of Msthodist Health Systems, Inc., a
Tannsesae nonprofit corporation, aet ing as the Memberg of

Machodiac Ho_apitaln of Memphie. _
_4.  Thia smendment ghall be affective February 1, 139%.

" S.  additlonal approval for this charter amendment was not
i ¥ roQuired. I e bl

DATED this LXK day of
Tannessen . '

coi . BIGWED BY,

1972 A Memphls,

: W, Steven Wsst i
#3 ;- General Counsel/Assistant Secretary '

7 IULD L CORPORATEL CRALAME ) , M09
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Pursuant to the provisione of § ¢8-1-304 of the Tennsssece
Genaral Corpotation Act, Methodizt Fospitals of Hempphis adapts

the following restated charter:
PART 1
1. The pame of the Carparaticn is:
METHODIST HOSPITALS OF WEMPHIS
2. The duration aof the Corporation is perpatual.

3. The address of the principal office af the Corparation
in the Stats of Tennestee shall be 1265 Uniod Avenue, wemphis,

Shalby County, - Tanneagee.
4. The Coxporation is not €or profit.

5. The purposes for which the Corporation iz organized

ATas

2 To respond bo the love of God by continuing the

ministry of healfing in the splrit of Jeaus Christ.

b. This Corporation is orgenized and shall be sparated
ax2lusively for charitable, sclepntific, lirerary, r&ligiocus
and educaticnal purpeoses) no per: of the npes earnlngs of
the Coxporation shall ipure to the beuefit of any indivi-
dual; ne gubstantial part of the activities shall he the
careying on of propaganda, or athecwise atksmpting ko
influence lagislationy =nd Lhe Carpezation shall not pat-
ticipate in, or intsrvene in {ineluding the publishing or
distribution of statemsnts) any polivical campaign on

bahalf of any candidate for pubiiec offics,
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¥y To establish, purchase, own, operate, support, lease.

1§ FAERATEe conduct or maintaln one or more hospliials,
b .

institutions, nursing homes, convalasnent centers, ambu-
lance services ar other Facilitiem and services for the
care and treatmant of the f{rijursd, sick, diseased,
disablad, afflicted, =ged and infirm; and to support the
buainess, activities and progzams of snd to aid, assist
and confer benefita uypon Wethodlst Health Systems, Inc., a
Tannessee ot for profit corporation which iz an exempt
otganization des¢ribed in Sections 501[c)(3} and 170(c)(2)
of the Internel Revenus Coda of 1954, 22 amended, ot any
of its affiliated organizatlons, all within or outside the

steate of Tenneseee.

d. To provide, pporete, support, conduct or promela any
educstional, erientific or resesrch actlvities related to

health care.

e. To establish, join, cooperate or engage in joint
vantures, assoclatione, groubs or cooperatives with athar
hogpitals, health care providers, individuals, corparations,
or any other entity, ineluding, but not limited o,
Method{st Realth Systems, Inc. or any of ire affiliated
srgsnizations, to advance or promote the generel health of
communities within or cutside the State of Tennessea or to
advance or promcke the efficient delivery of health care

within or putelida the 8tate af Tennessae.

£. To make loans, grante, awards, prizes and scholarships;
to shara lts services, egquipment and propacty with othara:
to asgist apd cooperate with other hoapltals and others;
and to angage ln any other ackivitiss designed to advance
or promota the sfficient dellvery of health care, or to
mdvance or promoteé the general health of commurities within

or gutgide the Stata of Tenpencsa. -
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BLE | W6 7aas

y 20:.0? To nanufactufe, fabricate, rssemble, distribute, ware-
house, sell and Geal in any products, goods. eguipment or
other property for uasa by this corporation or otherg in the
rendering of health care or to promote o1 advance the
general health of comunities within or outside the State

of Tennessea,

h. To engage in &ny activitiey which are sporopziate to
Larry ovt and fulfill any ar all of the foregeing purppses,
{nrluding, withour limigatiun, for svch Dutposes, Eha makiepg
¢f paymants, loane, distributions and guarantisa, the pooling
of credit, assumption of joint snd peveral ohifgnticons and
the Bharing of funds, assstz and procaeds of finaticing

with Methodist ¥ealth Syscems, Inc.y a Tennesees nok for

profitr corporation, or 2ny of itp affi{liated organizations,

i. To heve and ewsrclse all the POWRrE a6 are permitrad by

tha Tannessea General Corporation Act.

3. Yorwithetanding any other provision of thege artintes,
this Cerparation shall not CRrry on any activity not per-
wittad to Le carried on by (a) a corporatiecn exempt fram
Federal Income Tax under Seckimn S0E{e){3) of tha Intsrnal
Ravenua Code of 1954 or the carresponding provisions of any
fubure United Statss intarpal Revenue Law or (bl a cac-
poration, contriputions ta which o6re deductible ypder
gection 170(c) (2} of the Internal Revenus Code of 1554 or
or the vorresponding provision of BRY futurs United Skates

Internal Revanue Law,
6. This Covperation shall have am its members thoge pec-
song who are from Lipe to time the menbers of the Board of

Dizectors of Methodist gealih Systems, Ine,, a Tennesses mot '

for profit carporation, or ARy successor tharetd, which f= an

-3
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™MEE .
ggtﬁﬁqjich?&Jgf the Internal Revenua Code of 1954, as amendad.

exenpt organization described in Sections 50l(c){3! and

o5 S 18 P & 0T

7. The governing body of this Corporatian shell be a Boazd
of Directoes who shall manage its busipess and affairs. The
diractors shal) be of lagal age and nesd nrot ba reszidents of
the State of Tennessas. The pumbar of dicectors and their
terms of office ghall be f£ixed and determined by the py-laws;
except that, thers shall not be less than three directors. The
diractore shall be elacted by the nembers and may be removed by

the membars at any time, with or without sauce,

B. A mmjority pf the directors then in office shall

constitute a quorum at any meeting of the directors.

W6 7aag

3. Tbe charter end by-laws of this Corporstion may be aliared,

smended or repealed by the wembers subject Lo prior writtaen
approval of Methodist Health Sysztems, Inc. and such approval may

be sxacutaed by any president or vice president thareaf.

10. This Cozporatiocn may be marged, consolidated or dis—

aclved only by action of ths mepbecs.

11. Any actien reqeired or permitted to be taken at a
mesting 6f the Board of Directors or any Board Comsittes mEY ba
taken without 2 meeting if ¢onsent in writing, setting forth
the action so taken, 18 signaed by all of the membars of the

Board of Directors or Board Comm{itbtas as tha cazse may be,

12. In the svent of dissolution, the cesidual ssasts of
this Corporatison shell be turned over to MethodiBt Bealth
Eygters, Inc.. & Tenneames not far profit corporation, or any
other organizatlan or crganizations which are "regtricted
afiiliates” [&8 herefnaiter defined); provided, howsvar, no

part of the remidual assets of the Corporation shall ba tvrped

-4 -
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;’faf;@ﬁgt—:’;;?}' Buch organization unleas such otganization {s HG '74-18
itmelf an exempt organizatian degcribsd in Seckiang B01{c)t 3y

BES N T8 ER >

and 170(c}{2) of ehe Intarnal Revenue Code of 193¢, as amended

lor corresponding sectiong of any prior or future Internal

Revenue Codel. If nelther msthodist Heaith Bystams, Inc. nor

any such restricted affiliate is such an @Eampt organizatiorm,

thes the resldual asssete of the Corporation shall be turnec

over Lo ons 4T more obhepr organigationa whish st that time ara

organizations described in seation 501¢e)(3) and 270¢c){2) andg

in exempt from Faderal income taxes under Saction 503({a) and 1a

not a “private foundstien® within the weaning of Sectimn 0% a)

of the Intetnal Revenue Cods of 1954, a3 amended {er sorresponding

Bactions of any prier or future Internal Revenus Code), or to any

Cedaral, states or local gorarnment for axcluajively public pur-

Poses. As used herein, “restrictad affiliate* shall have the

meaning of such term as utilized in any maeter trusg indenture

or other similar Einancing agreement to which the Corparation

QF Hethodist Heglth Syerama, Inc, ig a party and which ta in

effect at the cime of dissoluticn, E
PART I1

1. The date vhe original Charter wag flled by the

SesTebary of State wana huguet 1, 1922

2, Tha Amended and Rentated Charter restates the taxe ot
the Charter, ag p:eviuualy mended, xnd further amends tha

charter as spacified below, and was culy adopted at a mestinyg

of the member on Juna 12, 1985:

(2} Paragraphs 5{pj, 2tci, 5(a), Sthy, 5, 7, By %, I
and 1 of the Chazrter, ns Praviously amended, have Yeen
deleted in their enkirety, with the foregeing paragraphs
3(b}, Sted, sie), S(h), @, 7, 8, 9, 10 and 1}, respactively,

being subetitured therafar,

{b} The foreguing paragraph 12 has been addeqd to the Pharker.

- 5 -

66



LR LB R
n W6 7448

Tt foregoing restaced charter was adopted at a meeting of

"L ol TTe 1D, 2085,
B85 AN 18 py 2 g7

The foregalng restated charter is to be effective when these
articles pof amandment are f£i{led by the Gecretary of State of

TanndGsad .

bATED this J Tl cay of Juwe . 1985.

METHODIST HOSPITALS OF KEMPHIS

HE7.448

STATETAX _ .
REGISTER'S FEE

ResoRroiss Fes $.0 O
5T b AmPK'H

IN:6/15/05:I6M/20151 -
SIMLYT STy

Ao ps
. 1 4<h 4y 14 a
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IO _TEE CEARTER
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oF

HETHODES? BOSPTIALS OF HEMPHYS
7

-Pursuant to mo, EToviziong of Seccian 4B8-303 of tha Tanhessee
Genera! Corpozaticn act, she undarxignad Corporation adopty

2. The Aneandwent adopted igy Feragraphg (§), {8y, 1ay,
10) and (11) of the Articlan of At Oment tr thll.n Cherter filea
with the Secratary as dzata, State of TeTnasses oo Octoher 7. 158;.
Are deletad and the followimgac esbaticuted charefory -
{6) This corporation shall heve as fes sola membie
Nethodiat Healen Syatas,. Ine. . &‘Ttnman.m!‘:-tcr“?mﬁ.t )
corporation . ' '

{8 The gowvernine body of this Corparatian shall be

Bot be rasidents of the Ftate of Tannesses. he mumbar of
Directiirs and the o of thair offica Iduj..l. be fived .ang
dq;nmm by the By—laws: $ACHPT LhAt, there shall not be
lans than thres (3} Dizmctors. The Directors shal) be
elocted Yy ke tember . .

{91 By-laws pr this Corporaticn shall be adoprad,
wmanded or repaaled by thm member,
(16) This CoTporation may be dipgolved or itw Chartey
Amended only hy Action of the manber,
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. 'm.)_ A majority of the Dizectors ehan in office shail
conscithblf E{%g:ﬂ At any maeting of the Directors.
l?’-ﬂwz;;-_mhss.]ﬂz‘}ﬁ 0{[ 20 ¢C
3~ This Amanpdmant was duly sdopted et a mescins of tha
mesbers on Jane 23, l9B2, =

b Py

4. %he foregolng Amendment 15 to be affactive when
thesa Articles of Amendment are filed by the Sectetary of Stats,
State of Teunsages.

DATED Jupe 23, ISST,
METHOD. BOSPIEALS O MEMPHRIE

g
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Undar the agthority of Gection 4B-303 of the Tminaszes
Ganeral Corporation Act, Methodist Hospltal amaends ice

cherter as follawas:

411 of the proviglons of the Charter are harsby deleted

and the Following substitunted tharsafor:

(1) The nara of the corporatian is Methodist Hospitals

of Bemphis.
{2) The duration of the corparation iz perpatual.

{3) The address of the prircipal offlce nf the ¢nr-
poration in the Stats of Tennessda sball be 51365 Union

Avenue, Memphls, Shelby County, Tennasbas.
(4) The corparetiom is not for profit.

{5) The purvoees for whith the corparation is or-

ganized ate:

2. _ Te respond to the love of God by continuing
tha minist*=y of naaling in “he spirit of Jesus
Christ,

b. This corpucation la organlzed and shall ba
operated exclusively far charitable, sclepntific,
literary, religleve and educational purposes: no
pavt of the earnings shall fnure to the beneflit of
any individual; no substantial part of <he activi-~
tias shall caTtry on prapocgands, or stharwine attempr
to influenca lagislaticn, asnt the corporatics ahall,

mot participate in, or intervene {n (including tha
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¢. To sstablish, own, operate, support, lease,
manage, Conduét and/or maintain one ot more heospi-
tals, inatityeions, homez, and/or other facllitiea
within and/or outfide the State of Tepnezgee for
the care and treatment of the injured, sick,

diseaznd, dizabled, afflicted, aged and infirm.

d. o provide, operate, support, conduct and/or
promoks any educsatlonal, scientific and/or Tebearch

activities telaved o health care,

e, To establish, Join, cooperate and/or engage ig
joint venturew, assaciaticne, groups and/or
copperativee with other hospitals, hezlih care pro-
viders, individpals, eovcpuraticons, or any other
entlty to advance or prompie the meneral nealth of
compunlties wltbin and cuteide the Ssate ck
TenngEssge, or to advance or promate khe efflcient

delivery of heglch vare,

f. To make loang, gracts, awarda, prizes and
acholarshipa; to shxre its services, eguipment and
proparty with others; tp assist and cooperate with
other hospitals and othera; and t0 engage in any
orher activities designad to alvance or promots the
afficient dalivety of hemith care, or teo advance or
promate the genezal haslth of comtunities within

and outaide the 5tate of Tehnesaer.

9. ™0 mapufacture, fazbrlcate, assemble, disgcri-
bute, warahouse, pell and deald in any producteg,
goods, eguipment ar other pruperty for use by thig

cotporation ahd/er others in the rendering of

“ 2 =
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e f\FELvEgF%H= care or ty promote oY advance the genera:

Sick . X g
= 037 -;hﬂhﬂys wmuni-t'}eﬁwr-)thﬂ\ gmi DuQsige t.‘htbst.a.te

of Tenns=eee.

h. T35 ehigage in any activities which are
ZRPropriste to carry out and fulfill any or all aof

the Loregoing purposas.

i, 7To have apd amercise all of tbe pOWwer? as ars

permltted by the Tennesgee Geperal Corpotation Act,

by Wotwltheranding any other provigion of thess :
articles, this corporation shall Ret sascy on any
actlvity aoc permitted tp be carried on Dy (A} a
coTporation exempt from Fedaral Income Tax under
Seccion 50I{¢){)) of the I[nternal Revanud Code of
1954 or the corresganding prevision of any futuce
brited Btates Internal Bevenue law or (b) a cor-
poration, coneriburions te which are deductible
under Sectize 170(c)[2) of the Internal Revepus
Code of 1954 of any other oorresponding provision
of any futivre United States Intarnal Revenue Law.
{6} This corporation {m o nave members who snall ba
cailed Trustees, The Meaphis, North Hizsis=zippl, and North
Arxantas hnnual Conferences of the United metbodiat Chuzoh
each shall elect alx Trustees, four of whom ahall bte lay
persons and two of whem shall ba ordained Pnitad Methodist
ministers. The by-luwg of Mathodist Hospltals of Memphis
shall provida for the length 0Ff the term of Trustses apnd for
the Efilling of any vacabcies, A Prustee mey be renoved from
affice for &ny reason by the Annual Confarsnce that e#lected

tha Tru=ztee.

{7} In the avenr of éisaplation, the tesidual assess of
the organization will be turmed ovar to ohe or ZOTS orpani-
zakions which themselves are exsmpt as organizacicns

described in Serctions S50I(e)(3) aad 170(c)(2) ©of the

-3 -
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FILED
Intesfisd Withebhiel e of 1054 or corresponding sections of
any BRHET o Sede@Moternal CraBenide dodd, orQolnb 6 ¢
fadarkl, Btdke, or los&l government Eor exclusive oublic

PUrROEes .

{#)  The governing body of thie corporation shall be a
Board of Directors who shall manage fts busineas znd
affnirg. The direcrors shall bs of legal age and need not
be residentz of the State of Tennessee. The nombpar of
directors snd the t;:m af thair affice shal)l be fixed mnd
derermined by the by-lawa; except that, thare shall nor be
less than three ¢iractors. The TPrustees shall slact the

Birectory.

(5 By-lawe of thip corporatian shall be adopreg,
amendzd O ropealed by the Board of Trestees by suth vote ag

may b thereln spacified.

{1¢) Thia rorporatisn may be dissolved or its Charter

amend®d only by actiop of the Trugtees.

(11) A majority of the Trusteesz shall coustitute
& guorum #t any rmeting of the Trusteaes. A majoricy of
the Dicecters then in office ahall constitute a quernm at

zny masting of the DPirectors,

51 The smendment wes duly sdepced by the unanimoss

writbgn Consent of the members on _‘;Lﬂp 2 _/oxy .
7

4. The amendment i Lo be effective when thasa
articles of amendment are filed by the Sacretary of State,

State of Tenneazee,

METEODIST HOSPITAL

)

t
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" BTATE OF TRENESREE

CEARTER OF IECORPORALTIION %

THE CHARTER OF INCOHPOIATICON OF THE

METHODIST HOSPITAL

EE I? KMOM, Thet LM STRATTON, JUON H, SHERARD, L. B, ESTER, Lo
v, K, RIGDICK, wnd J. R. PEPPLR, and thelr successors, chossm undar the -
usagos mnd regulations of the Wemphis, Worth Arksnsss: end North Mississippi = 7.
Conferences of the Methodist Eplagopal Church, Gouth, by which they ars o
appeinted, snd holding offices &t the pleasurs of said Conferenoces of said
Chursh, are heraby censtitutsd & body politic snd corporstes by the nume mnd
Etyle of “MEYHODIST BOSPITAL" for the purpose of organiring, ommstrusting,
equipping and opersting & heapitel in the city of Memphis, Tenmeazes, under
muzpises and sontrel of the Memphia, North Arkanses and North ¥lasisaippi
Cunferoncas of the Methodlet Episccpal Church, South; said gorperation to
have the right to receivs at {ts hespital for medinss) and surgioal treatment
snd advice, porecmd safforing from physical and wental ailmemts, diseases and
dilzerders; end mey keep, board end lodge the sema, for which it shall bews the
right %o cherge resammebls coapenzation. Tt shall alse have the right %o
oatablish & elinic and a dapartment far origlnel resesreh, and in gensgal to
comduct, establish, drgenize and equip any und w1l Grenches and depertments
of a firet elase, modern hospitals  Sald corporation shall be menegsd and 1ta
afferirs oonduoted and powers exsrcised by & Hoard of Trustews, the inperper-
ators conatifuting the Plret Heard of Prustees, ¥ho a& s00n &3 oonvenient
aftar this Charter iz grantsd, shall mest in the City of Msmphis snd erganite
by acouptance of the Charter end the adeptien of by~lawe and the election of
guch officers us ahell be prescribied by sald by-lsws. The Bomrd of Trustees
shall conalst of eightesn (18) mewbers o be alected annually by tha three
cmerences ebove namad, oach of z&id sonferences to sleat annually six of
seid trustess, three of whom 2hell be laymen, two minizters of the goapel,
and one a woran, Veoanoiea in the Boerd of Trusteaes.zhell be filled at tha
next ensuiag session of the Conferemoe in whose reapreosentation sush wacanoy
ooourt, aad each of said sonlarencss abAll hewe the powsr o remgve for cauns
any mewbor of said hoaArd 20 chogsem & the representative of sajd conference,
after giving seid trustes an cpportunity to ba heerd in his o do fense.
5aid camferencor muy duaiginate B committws or &gency End invest (& with
power to £111 vacancles for and on tis behelf in the interim of tha sessiona
of said oonferences. Seid Board of Trustees shall hivwe the power to elact
s Beard of Yenagers of the suid Hospibal and to adopt mll by«lews, rulss apd
rogulations for the administratien of the gaid Hespltel =» mey be neoesaary
for the propar oonduct of itz pffaira,

. Tha seid corporation, and the hospital so eatablithed, shall be
subjest to the visitorial powsrs of the said snnual gonferdnesa of the
Mathodist Episcepal Churah, Septh.

And to theas onds, suld corporation wmay purchase, own or lerae
land for corporate purposes , borrow money when neoeassary for the carrying
on of the business ol the corporatim; 2ell end maks titls to eny real estate
or mther property omned by the corporation; employ ald necssEATY Aginta for
the transaction of the business of the worperatian; to sellielt, oplimet, and
rocalve spbeeriptions in memey ond otherwise, legeciss or devises o ha naag
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in a3d of forwarding any and A1l of tho purpoass of the cnr‘p;mﬁim;
B oDee o Tt £ L D R Y, PR R B RS S en S Y R E0d BRI SEL g
the tawa of the Jand,

The genersl powerz of s2fd porporation shall Bo to suw and be
suod by the oorporste name; to bevs and to use w common serl, which it may

alter at plesasure; if it has no common seel, then the signature of any duly euthor

ired afficey mhall be legel and binding. To purchase and hold or receive by
gife, devise, or begussti, in addition to the personel propoerty owned by the
porporation, real ¢atate necessary for the tranzrotion of the corporats
business, end sleo to purchasce and accept any real estate in paywent or pard
paymant of any debi dus the corperation and to sell the same: tc estahiish
by-lawa end wake all rulss end roguletiong not inoconmistent with the laws and
eonatitution of the Btate, and 2 the Unltnad 3tates of America, and not
sontrary to the camatitution and rules and regulationg of the xald Mewdhis,
¥orth Kiseiasippl and North aArlmnzes Conferences of the Methodist Epiecoml
Church, Gouth, deemdsd sxpedient for the mankgement of tha corporats affairs
end %¢ appoint Buch subsrdinate offiomrs, in eddition to President and
Bacratary, not ohesena by the geverning body of aaid Memphim, North Minmalsatpps
and Forth Armnses Confersnoss of the Mathodist Epiecepal Churah,,Beoth, es
the budiness of the corporatlon mey require, and ss we are not farhidden by
the rulss and rogulatians of seid Memphis, North Miesisaippl and Yorth
Arkanaas Qoenferences of the Yethedist Episcopal Chured, South, to designate
the officera and Tix the ocowpsnsatlon of the officer.

The generel welfare of sselety, not individusl profit, is
the sbject for which this cherter is granted, and benca the wmembers ara not
stockholders in the legel pense of the ferm, and no dividends or profite
ahall be divided among the memdera.

WE, the undsrsigned, epply to the §tete of Tennesses, by
virtue of the laws of the land, for a Chartsr of Incorporation for the pur-
poas end with the powera, etc., declared in the foregaimp inetrument.

WITNESS our hands, the 3let dey of July, 1922,

{Eigned} Johs H. Bherand
J¢ R, Popper
L, 4. Stratton
T, K. Riddick ~
L, f. Batms

STATE OF ‘I"EH!IE?ﬁEE
BERIBY COURTY

Forsonally appeared hefore me, R, €, Strehl, Deputy Slerk
ef the Counly Court of said Gounty, L, B, Bstes, tha within named
petitioner with whom I am parstmally eequaintsd and who Rolnowlodged hat
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he cxeguted the Within instrument {or the purposss therein oooksined.
Witness my hand at office, this S}at dey of July, A.D, 1922,

{(Bigned) B. C. 8%rehl, Deputy Clerk.

STATE CF TENULSSER
SHELBY COTNTY

Poraanelly sppeerod before me, B, C, 3trenl, Deputy Clark of the
gounty Qourt of Shelby County aforesaid, L, H. Betes, aubnoribing witnmss to the
within Chartes of Incorperatiom, who being first sworn, deposes end skys that he

i» ecyuuinted with John H. Sherard, J. R, Pepper, L. . Btratton
the incorporstern wnd that they aclnowledged ths 'snls in his pﬂs'a:;bx.t:l::’-u'
their apt aml desd upon the day it besr date. .

Fitness my hend, at offics, thiz 3lst dsy of July, 1522,

{Signed) B. . Btrehl, Deputy Clark
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Secretary of State W‘r 5) 741-8488
Division of Business Services Im‘rmn DATE: osm 11822
312 Elghth Avenne Norfh RATION DA
&th Floor, Wiitiam R. Snodgrass Tower *Eéaggg

Nashville, Tennessee 37243

E ﬁEﬂ.mmE

unmi“sgam Lo ?"1 T 18104

CERTIFICATE OF EXISTENCE
. RILEY G DARNELL, SEBRETARY OF STATE W THE STATE DF TENNESSEE DD HEREBY CERTIFY THAY

-----------------------------------------------------------------------------------

“METHODISY HEALTK:ARE MEMPRIS. HI}SFITN.S"
qo-.v.o.aﬁoynnov-Iuvt-..f-::tjv HNDEB THE L;H DF THIs sTkTE HITH n‘TE DF
tu THIS STATE WMICH AFFECT THE

MOST f & a PREPORT REQUIRED WAS BEEN FILED
ity Tmzmaa AAVE T SEEN EILEDL AN, o aeen FILED

Hela

AR SAMsSrmT ARSI rR s e Y R R ARE S v AW - EERMEAS S SRR YR - Srmd T .

-

R: REQUEST FOR CERTIFIGAYE o 77rorsmeeee=s ON DATE: 09/20/04
" ]

i RECEIVED: :EE.DO §0.00

ﬂo WE «CORPORATE MEMPHIS TOTAL PAVEENT RECEIVED: $20.00

] RECEIPT : DD

nrgﬁxs, TH 38104 -0000 ' ACCOUKT ; naz?ggﬁzm

o

RILEY C. DARNELL
SECRETARY OF STATE

s m——y ———— e
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Division of Business Services
Department of State

State of Tennessee
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Tre Hargett
Secretary of State

Filing Information

Name: METHODIST HEALTHCARE MEMPHIS HOSPITALS

General Information

SOS Control # 000054694 Formation Locale: TENNESSEE

Filing Type: Nonprofit Corporation - Domestic Date Formed: 08/01/1922
08/01/1922 4:30 PM Fiscal Year Close 12

Status: Active

Duration Term: Perpetual

Public/Mutual Benefit: Public

Registered Agent Address Principal Address
LYNN FIELD 1265 UNION AVE
STE 700 MEMPHIS, TN 38104-3415

1211 UNION AVE
MEMPHIS, TN 38104-6600

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #

02/27/2017 2016 Annual Report B0351-3140
02/10/2016 2015 Annual Report B0196-2962
03/23/2015 Assumed Name Renewal B0074-0970

Assumed Name Changed From: LE BONHEUR CHILDREN'S HOSPITAL To: LE BONHEUR CHILDREN'S
HOSPITAL

Expiration Date Changed From: 05/06/2015 To: 03/23/2020

02/18/2015 2014 Annual Report B0055-4561
02/04/2014 2013 Annual Report 7281-0321
02/25/2013 2012 Annual Report 7155-0374
08/03/2012 Articles of Amendment 7082-1151
02/14/2012 2011 Annual Report 6997-0215

Principal Address 1 Changed From: 1265 UNION AVENUE To: 1265 UNION AVE

Principal Postal Code Changed From: 38104 To: 38104-3415

Principal County Changed From: No value To: SHELBY COUNTY

02/28/2011 2010 Annual Report 6840-1353

09/08/2010 Assumed Name 6768-0997

8/7/2017 5:03:58 PM Page 1 of 3
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Filing Information

Name: METHODIST HEALTHCARE MEMPHIS HOSPITALS

New Assumed Name Changed From: No Value To: Methodist University Hospital PET Imaging Center

05/06/2010 Assumed Name Change

6717-1042

Assumed Name Cancelled Changed From: No Value To: LEBONHEUR CHILDREN'S MEDICAL CENTER, INC.

New Assumed Name Changed From: No Value To: LE BONHEUR CHILDREN'S HOSPITAL

02/26/2010 2009 Annual Report

02/13/2009 2008 Annual Report

03/20/2008 2007 Annual Report

01/03/2008 Registered Agent Change (by Entity)
Registered Agent Physical Address Changed

Registered Agent Changed
03/12/2007 2006 Annual Report

04/04/2006 2005 Annual Report

10/05/2005 Assumed Name Renewal
02/08/2005 2004 Annual Report

01/21/2004 2003 Annual Report

03/24/2003 2002 Annual Report

01/25/2002 2001 Annual Report

01/16/2001 2000 Annual Report

08/29/2000 Assumed Name Renewal
01/24/2000 1999 Annual Report

02/12/1998 Assumed Name Renewal
01/28/1998 Articles of Amendment

Name Changed

06/20/1997 Notice of Determination
10/05/1995 Merger

Merged Control # Changed From: 000054694
Merged Control # Changed From: 000077094
10/05/1995 Assumed Name

01/17/1995 CMS Annual Report Update

Mail Address Changed

05/05/1993 Merger

Merged Control # Changed From: 000054694
Merged Control # Changed From: 000118757
03/19/1993 Assumed Name

02/21/1992 CMS Annual Report Update
Principal Address Changed

8/7/2017 5:03:58 PM
83

6662-1631
6447-2933
6254-2134
6176-1361

5981-1383
5754-0734
5576-1664
5352-3165
5012-2125
4763-0819
4403-1263
4090-0832
3989-0646
3806-0436
3451-1198
3441-2199

ROLL 3355

3061-2305

3061-2310

2940-1358

2689-0090

2664-2176

2382-0803

Page 2 of 3



Filing Information

Name: METHODIST HEALTHCARE MEMPHIS HOSPITALS

06/16/1990 Administrative Amendment

Fiscal Year Close Changed

02/16/1990 Notice of Determination

02/18/1987 Registered Agent Change (by Entity)
Registered Agent Physical Address Changed
Registered Agent Changed

12/04/1985 Administrative Amendment

Mail Address Changed

06/18/1985 Articles of Amendment

06/23/1982 Articles of Amendment

10/07/1981 Articles of Amendment

Name Changed

Principal Address Changed

06/23/1981 Registered Agent Change (by Agent)
Registered Agent Physical Address Changed
Registered Agent Changed

07/26/1978 Registered Agent Change (by Agent)
Registered Agent Physical Address Changed
Registered Agent Changed

08/01/1922 Initial Filing

Active Assumed Names (if any)

FYC/REVENU
E

ROLL 1647

668 02594

581 01412

549 03333

296 01207
240 00566

216 00043

030 01269

MA--P0397

Date Expires

LE BONHEUR CHILDREN'S HOSPITAL

8/7/2017 5:03:58 PM
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05/06/2010 03/23/2020

Page 3 of 3



A:4A-2

Ownership-Legal Entity and Organization Chart
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METHODIST HEALTHCARE — MEMPHIS HOSPITALS
OWNERSHIP STRUCTURE ORGANIZATIONAL CHART

@ Methodist \
Le Bonheur

Healthcare
(Parent
Corporation)

NCETR L

(" Methodist )
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Memphis
Hospitals
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University
Hospital
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South
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North
Hospital

I
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Le Bonheur
Germantown
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AN TEG Y
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List of Methodist Health Care Facilities

Methodist Healthcare owns or has financial interest in the following health care facilities:

1.

»

©® N O o,

9.

Methodist Healthcare — Memphis Hospitals hospital license — 100%, includes the following:
Methodist University Hospital — 100%
Methodist South Hospital — 100%
Methodist North Hospital — 100%
Methodist Le Bonheur Germantown Hospital — 100%
Le Bonheur Children’s Hospital — 100%
Le Bonheur Community Health and Well-Being — 100%

. Alliance Health Services, Inc. — 100%

Mid-South Radiation Oncology, LLC d/b/a Methodist Germantown Radiation Oncology
Center - 100%

North Surgery Center, L.P. — 62.5% Gen. Par

Methodist Surgery Center Germantown, L.P. - 55% Gen. Par.
Urology Ambulatory Surgery Center, LLC - 30%

Le Bonheur East Surgery Center Il, L.P. - 35% Gen. Par.
HealthSouth Rehabilitation Hospital, L.P. — 30% Limited Par.

10. HealthSouth Rehabilitation Hospital North —30% Limited Par.
11.Hamilton Eye Institute Surgery Center, L.P. - 33.3%

a7
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WARRANTY DEED T4 9760 /\/

THIS TEDENTURR, mads and entered inte this LOth day of March, 1982, by and
berumen WILLIAM A. PLEKING, III, pexty of the first part, and METHODIST BOSPLTALS
OF MEMPEIS, a Tenoessae Corporationm, party of the sscond part.

WITHESSETH: That for and in eonwideration of Ten Dellsrs (§10.00), cash in
band paid, and other good and yelusbla considerations, the raceipt of ell of which
{s bareby acknowladged; the said party of the first part hma bergained snd wold
and doas hereby bargain, sell, comvey zud coniirm unto the said parey of the gecond
parc the fgllewing described real astate, gituated and being in tha Ciey of Meapbis,
County of Shalby, State of Tannessse, Co—¥il:

Parxt of the J. R, Rbhodes 50.5 scre tract of the R. . Woatem 235
acre tract (ths tract hersin dapcribed bedng the 10 acre tract
comveyed to William A. Fleming, IIT pex derd of racerd In Book
3187, Page 226, Shelby Councy Register's Office, and the ‘4,40 Gori
tract comveysd [0 ssme par deed of record in Book 3192, Page 160,
Bhelby County Register's Office) being wore particularly desctibed™
ns followns:

Beginning &t an iron pin in the wasc 1ina of Oid Covingzon Pdike
(25 feat from cemtar line) 1075.28 feet nortiwrdly from tha
aoutheast corner of the Ehodes tract as peadured along thae wast
line of Old Covington Pike, 'maid beginning point being in the .
pourhaastward projection of the northeast line of the pazeel
conveyed to the Meaphis Otolaryagology Group per dasd of zecord

in Inocrumedt 56020, Shalby County Registac's Offics; theace
Yorrh 55° 30' West alomg the moxrtheast lima of the Namphila
Otolauryngology Group property, the northesst line of Mathodist
Hospltal propacty snd the projection of said line & measursd
ddsrance of 1534,30 feot (deed cell 1538,30 fest more or leas)

to an old iron pin in tha weat line of the Bhodes tract; thence
Norch 58° 027 30" Bast with the west Line «f said BEhodem tTmct
301.55 fest to a1 irom pin in the poreh cowmar ol saild Bhodes
trast; thenoe South 70° 3L' 30" asc with .the poxth lioe uf.. wi—mm ———— ===
caid Rhodes tract 891,37 feet to an ixen pim 2t the porth coroer
of tha 2.7 acra tract cooveyed to Clifton fioldsn par desd of
record in Book 3245, Page 595, Sbelby Ceunty Ragister's Office;
thanca South 35° 077 30" Wesr along the vovchwest line of tha
Holden trzct 35.42 fear to en old irom pin; thence South 55° 11f
Easr along the southwast Line of the Holden tract & mwaamured
discanca of 616,80 faet (dead call 623,84 feer) to an iron pin
. 4n the west line of Old Cowington Pike (23 feet from center 1ing);
thence South 42* 12¢ 30" West elong the west lina of 0L4 Covingron
Pika 473 fest to the point of.beginuving. .

——— Containing 14.446 acres of lind,

TO BAVE AND 'Ib HDI.D the aforesaid repl estate together ﬁ.ch ‘all tha appur-
tenances and hereditanents thereunto balonging or in ey wise appertaining umto
the said party of the pscond part, its successors end sasigns, in fee sisple .
forevex, ]

The sxid party of the firet part does hereby covensnt with tha sald party
of tha second part that he ia Tawfully selred in fes of the aforedancribed Teal
estate; thar he has s-good right.ra g8l1l and nomwey Tha gamal that the sana Lo
wnencunbarad, gxcept for tha lisn of 1982 City and County Real Estave Taxes,
the payment of which is assumed by parry of tha sacomd part and easement for
utilirisa of tecord in Chattel Book 176, Page 6, in tha Register's 0fflce of
Sbelby County, Temmessea; and phet thw title asd quiet possession thoreto he
will warrant aud forever defand mgeinst the tawful elains of all peroons.

WITNESS the signsrura of ths party of tha first part the day und year first
abeve writtsn,

[N

W) s G F e

s

William A, Fleming, III

69 49




T1 8700
ETATE OF TENNESSEE
COURTY OF EHELEY

Before pe, & Rownry P'ab.’i.ic in end for aaid Stace and County, du.ly commiasioned
and qualifisd, persenally appeared WILLIAM A, FLEMING, III, to xma known to be the
parson described in and who executed the foregoing in.e:nmnt and ‘acknowledged
tha: bhe execured the pans for the purposes therain contained,

WITNESS wy hand and Woraxial Sea) at office thic 1L0th day of ){m'ch 1982.

"y cum:‘._uicu axpices:
—iof 15'//5{'

' ko

I, oxr we, baraby swear or affimm rhat, to tha best of lf!imz:' Wiveg
Lnfnrmtio-n, aad bellef, the actual consideration Zor this transfec:aFiwalus fl

tha proparzy tmsflrmd vaichever i greater, Ls $&413 DbosHY, wil L.le !
equil to o7 grester rthsn the amount which the property transferred mj‘-?m N"’

at a failr and volimtary sale. .,

Affisnt

Subacrd.bad and wworn to ‘before ma thia 10th day of March, 1952.

My commdseion expires: -
10f15/ &S
7 7
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Property Addzess:  Uaolmproved TLamd |
HMzll Tax Billx to:
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Mecheddst HRospitals of Memphts
A68 UNow Adgpue

MW‘M’:} Farpegee 3&r0¢

This inatriment prepsred by:
Willtam H. h@e. Atzornay ' -
Buite 1200 — One Commares Squsra
Memphip, Tennessee 38103

Stare Tar § 1073 ot

Register's Fes v

Racording Fee 5.00

Total §/%0 30
/!
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Return tas - Mdd-Bouth Title Insurance Corp?rn?ian'
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WARRANTY DEED

THIS TNDENTURE, made and envered into this 8th day of November, 1982
by asd bacween ROY WAYNE KARTIN and JESSE 6, MULLEN, parties of tha figst
part, and METEODIST HOSPITALS OF MEHFELS, & Tennessee Corporatien, party of
the second part,

VITRBSSETH: That for and in cimsilderation af Ten Dollarzs (§10.00),

———

cagh in hund paid, =nd other good apd valuable congidarations, the reeaipt o

wde

all of which is hereby acimowledged, the Baid partims of tha firet -paxt bave
‘bargained and sold wnd do hersby bargaii, gell, ‘donvey.and confirm mto the |
party of the second part the following dascribed real savars, situaced and

being in the Ciry of Memphia, Councy of Bhelby, State of Texmneszes, to-wlt:

Part of the proparty acquired by Griffin Mertgags Coopany frem
Edward B. LeMastar snd Walter ¥. Axmecrong, Jr. by deed recorded
under Beglzrar'a Ho, J7 6075, in the Raglater's 0fffce of Shalby
County, Tennegses, more particularly \_dusc::l,l’aed as followy! .
BEGIMNING at a point iu the southeast right of wey line of
Austiy Peay Bighway, the noxthwest corser of Ralaigh Grova Sub—
divigion, Tirst Addition, seld point beiug 112 fape southeagst of
the csntarline of sald Highway, ae messured at tight mngles ro
oeid centarline; rhemes North 41 degrass 32 winntex 00 ascopds
East slong tho agutheast line.of Austin Feay Highwuay aad the_. o e
weat Line of the Griffin Mortgage Cowpany property o distance of

349.64 Zset to 2 point, tha Griffin Mortgage Company northwest

corner; thance Souch 42 degrees 34 minutes 40 Beconds Fast alaug

sald porch line = diatznce of 310.20 Zfaet to R paint, the nocth-

east gormar of paid rraet; thanea South 57 degrees 28 minutes

16 smconda West along the aast lime of mald tracr a distance of

301.55 feet to a point in the asrch line of Balsigh Grove Sub~

divieion, First Addiedon; thence Novch 55 degreas 29 wiontas

58 seconds west along the potth ling of said subdiviston, a

distance of 227,47 feet ro tha point of baginning, wontaining

-._.'_> 85,510.55 square feet or_1.9633 scres ofland, beaing the sams

Proparcy conveyed to grantors by Warranty Deed recorded under
Regieter's No. S6 0609, 4in the Begiater's Dffice of Shelby
County, Tannassea’ i . .

Title to thu ebove deseribed rsal property is vested in Roy Wayna . : -
Martis and Jesss G. Mullen. Joyce Jemnatte Martin, wife of bafd Roy Rayne
Mextin and Fatos Y. Mullen, wifa of said Jesse &, Kullen, for the congideration
aforeraid, join herein :‘nrl the purpese of grenting and ‘zonveying and do hareby
grant and comvey to parxty of the mecond pazt, its suc.:nasséra and ageigns,
&ulrigi‘tts, :ln.ina and doterast they may now nave or hereafcer acquire in
sald “ptup&rty by virtua 'of their marriages intluding rights of homestead end
elective share ss proy;s.dmi by tha laws of the Stats of Tennessea, but they do
mek join in ti:le covenents and werrgnties herecf. '

T0 HAVE AND TO HOLD the aforepaid resl estats togathar with all tha

sppurtenmces and heredicaments tharaxmtn‘bnlungin; er in any wige apperitaining

umte the sedd party of the secomd part, LLe succassors and asaipgns in fes

S — | 22
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T7 1754

simple forevar,

The 8a2d perties of the firgt part do berahy covensat with Lha zaid

vazty of the second part that thzy_are lawfully gaizaed 17 fwa of the afore-

dascribed real estete; that they have a good right to sall gnd convey tha

same} rhat the sama 18 unancimbered, aad thet the ed4tle and quiet prssession

thersto thay will varrent and forever defend againat thae legdul cladps of

2ll persons.

—————

" TIN WEDHSS WEERROF, partise’ af” the” HiEa ST Rave

e b
axacuted this

ilisthmt_m the dry and year £irst abq_vfe. writtan,

el N

STATE OF TENNRESER . /
COUNTY OF SHELEY LT D .' 3
Before me, a Notary Public in and for aald Stara and County, duly
b eoudysioned and, qualified, personally eppearad ROY WAYNE MARTIN and wife,
" JOYCELJRARETTR HMARTTN, tc me known To be the Persons deseribed in axd who — -
" (&xecited ‘vhe foragoing instrument, and acknoviedged that they ezacuced The
";?_‘ L 70 b ,‘l'_'.'s‘?x'g&h"n'pu:poaas therein contained,

_ —”f{-:lg'f:",ag ~<"VITHESS my hwod and Nocarial Seal ac offics this' A A day of November,
o, Al e A 2 .

' ‘:_ a ".. ; ; . 3 .
L‘,B 8 1"':-" sy s ' Nozary 1ic
R [el&'iq\mission axpires: . !
A e s hag, 2, 1883 - =

STATE 0¥ TENNESSEE
COONTY OF SHELRY

Before me, a Notary Public in and for seid State and County, duly
comulgsioned and qualified, persenslly sppesarsd JEISE G, MULLEN and vigfe,
PATOS Y. MULLEN, to ma known to be Ehe Pereons deseribed in and vhe

. SiEmieed ‘Tha"Eoragoing Testrument, god selnewladged uhas they axscutsd the
"§ime for the purpeses thesein contained, _
;- ' . ' :

g ".-'.‘ R T . = . : B
Ok ‘_;‘\‘_1':_.*.1- ,_';r{;}?{e‘myz_ss wy band and Botarial Seal at offies £hia .Z(li day of Novembar,

- ot

Hotary Puplic

b -

. ‘I, or wae, hersby sweer or affirm thut, tc the best o
-dnformation, and balfsf, the mcrual consideracion fo
of the property transferrad, whichever i greatex, i« $170,000,00, which emount

£ affianc's knowledga,
r this tranafer or value

in equal to or greater than the amount which £he Jroperty transferred would

. {23
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:m.u.nd' at q;l- fl:L: md voluntary sala.

.‘w oy
o (H& eﬁmﬂ.asim expirus:

-+ Ll Expires by 12,1983

Property sddress: Uolmproved

Meil tax bills co:
Methodier Hoepitals of Memphls

Thig inatrument preparad by:
Williem B, Tyeviss, Attorney
1200 Ons Commercs Square -
Memphis, Tean, 38103

TGA248076 — VET
Raturn to Hid=-South Title Img. (Eprp.

7 1754

L‘fzm@\

M!imz

-

i

T71754
STATE uxﬂi 40

REGISTER's Fie o Sb
RECQui - v+ -, 9:‘4.1

Nov 19 | 21.1552
S'u'l'\:‘:!:".'-"' SOINKRISEr
W 20U Y ek

| 24

L}
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This Tratrument Prepared hy: MST Traa e
. e Reference: E¥=114=2

" Suire 1200 - Ome erce

HMemphds, Teanessee 38103

DEED OF TRUST

L Fdralure mde and entered 0o thit et T e ey o, Mazeh, 1582
3y 4nd beresn WETRCDIST BOSPITALS OF MRMPRIS, a Tmnnasse: Corporacion,

sarly of Hrst part, and MID~S00TH TITLE THSURANCE CORFORATION Trusiee,

sarty of the second pari,

WITNESSETH: Thar for and in eonsideration of Five Dollars Carb in haod paid by the my af the sezond pnr; to the parry of the
irst part, and the debt and uuse hereinai ter mentioned, r2id party of the fire part has burgained and asld and docs hereby barguin, aell,

onvey wid confimm unen the nid pany of the second pan the (allowing described real wrate ainsated and bing in. Clry of Menphis,

......-..,,..........q....‘._..,Shullhy Cousry, Tennouc, to-wit adi o SR e, -

Part of rha J. RE. Rhodes 50,5 acre’tPact ‘6f"the R. G. 'Wooren' 255 acre tract (the
tract herein described being the 10 acre tract conveysd to Willimm A. Fleming, IIL

per deed of vacoxd ip Book 3187, Page 226, Shelby County Register's Offdce, and che
4,40 acre tract copveyed Lo same per deed of record i Book 3192, Page 160, Shelby
County Register's Office) being more particularly described as follows:

e . ;

Beginoing at an iron pin io the west line of D1d Covington Pike (25 fest from center
line) 1075.28 frat northwardly from the southenet corner of the Rhodes tract ae
meastred along the wast line of 01d Covington Pike, maid beginning podnt being in the
Boutheastwerd projection of the northeset.line .of the parcel conveyed to the Memphis .
Otolaryngology Croup peér deed of record in Instrument M5-8020, .Shalby County Register's
Dffice; thenre North 55° 30’ West zlong tha northeast line of the Meaphis Otolarzyngology
- Group property, tha norctheast line of Methodist Eospital property and the projection of
sald line a messured distance of 1534.30 feet (dead eall 1538.30 fant more or less) to
an cld iron pin in the wesat 1ime of the .Rbodes tract; thence Rorth 56° 02' 30" East
with the west line of said Rhodes tract 30L1.55 fest to an irom pin in the north cornsr
of baid Rhodep tract; thence Scuth 70° 31' 30" Bast with the norch line of said Rhodes
tract BIL.37 feet to aa iron pin ar the north cormer of the 2,7 acre tract conveyed to
Clifron Holden per deed of record in Book 3245, Paga 595, ghelby County Register's
Office; thence Sourh 35° D7' 30" West along the morthwest line of the Balden tract 35.42
fmeT Lo an old irom pin; thenca South 55° 11° Exet along tha southwmst lins of the Folden
fract a measured distance of A16.B0 foar (demd call 623,84 feat) to ao iran pin in che
weat line af Ol4 Covingres Pike (25 faat from canter l4na); thewca South 42° 12' 30"
West along the west lime of 0L Covington Pike 473 fest to the point of beginminmg,

Containing 14,446 acres of land.

R Y
E’I

-+




T 9704

.. TO HAVE AND TO HOLD, the afaredescribed real extate, wgether with all the hereditaments and appurtanunces thereunto be:

“longing or fa any wise appercaining Ut the said party '": the second part his ducceswirs wnel zasigng, in fee ample lorever, snd the said
pany af the fimt part doa herchy covenant with the said parey of cthe second pasg, his suciessnns and assiges, that be is Lwfuly sized
in fee of the sforedeseribed ceal weate; that he has 2 pood right to sell and convey the sameq that the same is unincumbeeed,

and that the title and quite poisestinn therero he will and his heivs and peesunal representatives shall warrune and forever defend againat
the lawul chaims of all pEEANL

But this is 2 Deed of True, and i made for the fullowing uses snd purposcs, and none ather: thut ¢ to xay: the said party of the Firat
pare is jusily indebsed to.. WALIJAK. Ax PLEMINGL EXX upunn - .

or the holder of the notes hereinafter mentioned. in thy sum of . JEREE EUNDASD THIY TY-PIGHT. TEOUSAND . AND. NO/100.. ... .
Eﬁm'ﬂﬁ&ﬂa by one Pronissery Noma of eves date hevewlth exacuted by Methodfst Eospitals of
Mamphis payabls te Willism A. Fleming, III in the primeipal amount of $338,000.00 cogsrther with
interest thereon Mrom dats wnzil matucrity 2t tha rate of 122 per anmum, said interasc payabla
quarter annually compencing June 10, 1982, and sald primcdpal payable im S censecucive amnwal
inscallnents of $67,600,00 each comsenzing Marsh 10, 1983, .

The above described mote vepragents the balanea of the puychase prige of the within described

property cooveyed to the party of tha first pact herein by Willdam-&, Flewing, III by Warzanty

Beed dated Mot (v, Pl .
. ¢ Ui, ‘ ‘

This deed of rrust ies given subject to the s=xpress condiclon that cavtain dasigaated portions

of che hersin described property ahell b velessed from the llen of this deed of truat simul- .

taneously with the paymsne of -each said annual principal installpenr..and all inzaerest accrued

thereon. Said porticns to be ralaased are particularly dascribed aon Exhibit "A™, actachad

hereto and mada a parc herssof &ud are designated therean aa relazsa tracta 1 through 5. Sald

cracts shall be released from the lian harmof aa follows:

Tract #5 ohall be telessed gimultaneously with rhe paymenk of the firat annuil
principel installment. ‘ e zr .z

Tract $4 shall be ralensad mimultadagusly with the payment of tha:sgecond. annuval
prinecipal insl:al':l.mem:. ¥ : i

Teaet #3 shall be relezsed simultansoualy with the payment of the tidrd snnnal
principal instsllmene, - .

Trascr #2 shall be relassed mimiltansouzly with the payment of the fourth ennual

principal installment. '

Tract #1 shall be relsased sizmltansously with the payment of tha Fifrh annual

principal installment, .
Party of che £irsc part, ity successors or AsSigns, may ocherwise gbtain a release or raleases
of =aid tracts {n = different sejuencs than set forth above by depositing wich Mid-Souch Title
Insurance Gorporatiem, as ¥scrow Agent, the ‘wum of $67,600.00, represanting Che amount of each
annual installment of priveipal, for asch of said tracts to ba released, with en Agreemeat chac
gadd Excrow Agent ahall hold said funds until same ars dus and payable as sat forth in the zbove
saquenca of payment, at which time said fusds together with sccrued intavest shall ba paid to
the bolder of the note secured hareby, safd egraument to further provide thar said funds shall
ba drvested in accordanes vieh the instzuctions of first party and lactarsst szxned tharesn to
be used Go pay intereat owed on said mota with interest curned in excess therenf to ba paid to
firat party. Should the funds so deposited, plus incersst earned, be insufficient to pay the
interest payable to the holder of sald note, first pacty absall be Tequirsd to pay to Escxov
Agent tha additlopal fuads nemded te allow Bscrow Agent to pay arid holder the tokal amcunt of
principal and incerest due for said installment payaent. )

‘The pacty of the fisms pact deaives to secure and make certain the payment of =id indebredaess, and of 20y and il rencwils and ex
tensinng thereof, Now, therefore, the rmy nf tha firse pars agrees and binds himself that so long a1 any past of the indubredness afore
said ahall remuin unpaid, he will pay all bixes and ascessments againet sxid property promptly when die, and deposic All tax reecipes with
the bolder of the greater porvion of the dlnp indebeed d hereby: will insure the bulldings on said pruperty for not leu
than the lesser of (l} the insemble vilue thereaf or (1) the toml indebzedness secured |>J MO eeds of st or vther secudn
inserumentes bering the aforedesceibed real estare againat logs o2 damage by fire and the pndﬁgnim which inumnee is afforded
oy c:mmf:d coverife endorsement In sume insurance company OF companies approved by the holder of the greater partiun of the vue
sanding indebtedness secured hercby, cuse said policies to canmin 3 gindard morgage Clause in favor of the holder nf sid indehted:
nees and deposit said policies with the hulder of the yreater portion of the ounainding indebredness sscurud hereby s further securicy [
wid debe; will protect the impmvements on said pen by proper repairs, and maincain them in god ir and eondirion: will net d=
anything or suffer or pemit zaything to be Jdone w y the lien of this Derd uf Truse might or asuld be impaired: will pay wuch ex-
gcguu and free 14 may be inthe p ian of the propurty und the mainiennnce and exesution of chis trust. including, bue oot

cing limited 1o, expenses inmuﬂi by tha Trusice In tny lega) priceading tn which be s mude or becomes n party. The net procestls rer
sulsing from the wking of all or any part of the pruperey by ¢minent domain, ut from iy =la in Haw theseof, shell be applied upon the
indebtedness In inverse nrder of jtx macurity; and in sthe event of the destnution of the improvements by fire or other casualcy, the
net proceeds uf the insursnce shall be applicd upon the indebtedness secured hereby in invene order of its maturity, ur at the option of
the parcy nf the fie par, his heirs and asiigng, vuch priweeds may be used 1 eeatore the improvements w thair furmer condiron.

; = - | 26 _ L.
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ALy, Grdiliail MUWIANCE AnO XTI, Ano CCY A J-:m. VRO pn.q-u.s‘\ FRCIIAS 00+ ) um.\un;; 40 PAIY KhAll Be held ang treated ag pan
ef the expenk 0f Adminjstering this ws.mbc repid on demand with interem st the highest fate Jegally chaspeable on the date of the
advaner, and +thall be secured by the Hen of this Deed of Trust.

1 the ovd parcy of the firm pan shall pay said indebeedness when due, and shall nay such sums s shall be necessary o discharge
Taxes und maintain jneunance and repain and the ot foo and cxponscs of making. eafordng and cxecuting this trust, when they shall
reverally be duc and payable, then this canveyrnee ahall bocome void, 1nd the rwner of the indebiedness shall cxecute proper deed of re-
lease or enrer marginal anisfacrinn on the reeoed of this deed of trust, or in the shernative, the Trusier shall reeanvey by quit claim the

- Properey bertin described, all av expense of said panty of the first pant.

But if said party of the first par shall fail o pay any pun of said indebtedness, whether principal or intereat, prompily when the
mme beeomes due, or shall fad 1 Pay any ®um necessary to satisfy and discharge taxes and assesaments befere they become delinguent,
ar o main@in Infunnce or repairs, or U nescusary expento nf protecting the property and execudng this truxt, then, or in cther event,
all of the indebeedness herein secured shall, at the opunn of the awnar nf any of sid indebtedness and without notien, beentne fmmedis
ately duc and payably, principal and interese, 2nd the said Trostee i herehy wtherized and empowered t enter and make possexsion of
«id properry, and hefore or after sch enty to advertise the mle of wid properry for twenty cae dll: by three weekly aotices i same
newspaper publithed in Memphis, Tenncuses, if the land deesibed in thit Deed of Truzm ix rituated in Shelb Counry, Tennesses, pr in
gome newspaper publisthed in the Caunty or Coundes in which the lund degribed in thir Deed of Trus it gitiated, if other than Shelby
Counry, Tennesser, and aell che mid propery for cash to the highest biddet, free from equiry of redemption, saunrary right of redemp:
tion, homeszead, dower, and sl aeher ri:;:u and exemptont of every kind, all of which arc hereby exprossly waived, and raid Transz skall
£XCOULE & conveyance to the puschaser jn fes £mple, 2nd detiver p ioa to the purchaser, which rg: parzy of the fire part binde himaelf
shall be piven wachout shieructon, hindrane or delzy.

The ownera of sy pars of the indcbredness hereby secured may bocome the purchaser ax aoy rale under this tonveyancs,

.= If the notex zeewred hareby are pliged.in che hands of an axiomey for collection, by auit or otherwise, or 10 enforee their collecton
by foroclosure or'ta protect the secunity for their payment, the party of the fire part will pay all eor of collection and Jitigation. sogsthor

with an aorfey's fec as provided in mid noses, 404 none i 52 provided, a reasoniable attoraey see, 1nd che nume ghall b2 2 Hen on the

premites hersin conveyed and enforeed by a wale of the Propery o berein provided, s < e

The proceeds'of any xsle ghall be tpplicd 21 followpr: firat to the payment of the expenies of making, muintajning 58 exceuting
this trust, the proteaion of the property, mcluding the sxpense of any Urigation and atarney's fees, and the vewal enmminiens to the
Truster; second, to tho payment of the indebsedness herein seeured nr fntended so 1o be. withowt preference or prinvicy, of any part
oves any othér pat, and any bal of mid indebiedness remuining unpaid shall be the subject of immediite suit; and third, should
there he any. surpha, the Teustee will pay i 0 tha party of the first pare, or hinassigns, In the event of the death, refuss), i of inability
for any cause, on the part of the Trustee named hersin, or of any successar trustee. 16 as hereunder, or for any other. reason mufactary

ta the awner of the mid indebrednes the awner ar pomers of the majoriny of the ding afereszid arc authecized either
- in their own name ur threugh an attomey or actarncys in st appainted fer that purpose by written jnstrurent duly regssrered, m name
and appoint 1 sucressor or successass i evecute this trust, such appsi ¢ 50 be cwid d by writing, duly acknowledped: and when

such writing thall have heon registered, the substituted truscec named therein shall thereupon be vested with all the vight and title, and
clothed with all the er of the Truses named hererin and such lke e af subwdtudon shal) cormitue s dong a5 any partaf the indebts
edness recured hereby ramuing unpaid. The pwrty of the first purt, for himaell, his heirs, rep ives, 3 and asigns, cove:
nants and agrees that at any time after defayll 1n payment of any of the indebtednes hereby secured, or upon failure to perform any of
the crvenants 1o be kept and per{urmed by him, s2id Trustee may enter upan ind take passassion of mid properey and colles the rents and
profics therefrom with payment of such 1o the Trsws afeer default being full acquittance 1y the-umany, but the Truser shall be required
0 aczount anly for the net rents received by him: and {rom and after theeonveyanee of anid’ property under this Deed of Trus, the
party of the first part, and all personk undzr him, shall, 2t the epuon of the purchaser, be and become the temanes at will of the puschaser;
% 2 reasonable monthly rentl. commencing with the date of dalivery of the Trustee’s Dead. " .

In tho event that more than nne Tratee be named hereln, any one of suth Trusess shall be clothed with full power t ast when
action hereunder shall be required, and o exccute any conveyance of sid proparty, In the event thar more than one Trustee be named
herein and the substitution of 3 trusee shall bacome nacewary far any reasan, the substiticion of oae rusee in the place of thoee or
any of thos named herein shell be sufficdent, The term ~Trustes™ thall be conzved o mean “Trustees” whencver the sense requires,
The nezessity of the Trusec hersin named, or &ny succesor in tust, making cack o piving boad, in exprenly waived,

No waiver by the party of the 1esond parsior by the holder of the indebtedness secuned hexeby shall be constnued a3 wmtver of 1
subzequent similar default ar any other defaulk by the party.of the fim pan.

The sinpular number may be construzd 25 plural, and ¢he plural 28 singular, and pronouns oceurting herein shall be copstrued
sccording to their proper gender 3nd ber, 25 the of this inst may req

IN WITNESS WHEREOF, the party of the first past has exeruted, or has caused 1o be executed, this instrument on the cry and
year {irst above writtes, . - '

METEODIST BOSPITALS OF MPMPHRIS

ATTRST:

STATE OF TENNESSFE, COUNTY OF SHELBY!

Before me, 8 Notary Public in and for 12dd State and County. duly rommissioned and qnlified, p zanally ppeared. )

w0 me known o be the person s) desezbed

in and who exceuted the furegoing instrumeny, and anknw]:dﬁ:d that ~-he... =xecuted he BME §h o mneorecnmonmndree 2ar and deed,

WITINESS my hend and Notaria) Seal ar office this day of ) -

My commission expires . ) . Nowsy Public

76 o




EHIBIT "AY

Being a divieion of Part of the Willdan A. Fleming, IIX 14.446 acres as deseribed
herein: .

TRACT 1:

Beginning gt a point in che wemt linm of 01d Covington Pike (25 fear freom canter
lina) at the southeast corner of gaid 14,446 Acre Lyast; run thence Yorth 55°

30 mingutes West along che southerly liue of said Pleming rract 185 feet! thence
Nerth 34° 30 minutes ¥ast, 470.16 faet o a Polnt in the northerly line nf said
Fleming tract; thencs South 55° 11 minutes East along snid northerly lice 258.45
feet te & polnt in ehe vesc ling of OLd Covizgton Pike; thence Seuch 42* 12 nminutep
30 seconds West along the west line of 0ld Covingron Piks 473 feer to the peinc of
beginning, .

Contadning 2.446 acres more or lecs.
TRACT 3:

Beginning et @ point in the southerly lise of rhe sadd TiGwing tract at the souchwes: ~
corner of Tract 1, vaid heginning podnt being 195 faer vestwardly from the waat line

of 01d Covington Pike; run thencs Noxth 55° 30 minutes West along the southerly line

of said Flaming tract 223 foet; chence NHorth 34® 30 minutes Paxt 471.40 faet Lo
polat in the portherly lina of gaid Fleming tract; thence South 55° 1) minures East
along seid portberly line 223 feac to the northwest commer of Tract 1; thepce South

34* 30 minutee West along the waet:iine of Tract 1, & distance of 470.16 fomt to

the poinc of baginning.

Countaining 2.4Q scres more or less.
TRACT 3: . ‘ Wt

Beginning at a point in the scutheyly line of the said Fleming teact at the southwesr
corner of Tract 2, said beginning point baing 418 faet westwardly from the wegt line

ef 01d Covington Pike; run thence Norch 53° 30 minutes Wass along the southerly line

of eaid Fleming tract 217.3 feet; themce North 34° 30 minutes Eagt, 4B5.47 feat 1o

2 point in che.northerly line of said Flewidng tract; thence Sourh 70° 31 minutes 30
seconds Bast along Baid mortherly line B35.28 feer: thence South 35" 07 minutes 30
ssconds Wesc, 35,42 feer; thence South 55° 11 minutes East, 135,35 feer ro the northwest
corner of Tract 2; thence South 34° 30 minutes West along the west line of Tract 2,

A distance of 471,40 faer to the poimnt of begizming.

Contadning 2.40 acres more or less.

CT &:
Beginning at a point ian the sountharlty line of che Fleming tract at the southwest cornar
of Tract 3, said beginning poianr being 635.3 fest weatwardly from tha west line of 014
Covingeon Pike; run thance ¥orth 55° 30 ninutes West alpnp the= moucherly line of said
Fleming tract 230 faot] thezcm Norzh 34° 30 minuces Esat, 423.74 fast to a point io
the northerly line of said Fleming tract; thence South 70' 31 minures 30 #$sconds Eamt
along gaid mortherly line 238.14 fest to thr norrhumsr cornar af Tract 3; thence South
34* 30 minuras Wext along the west line of Tract 3, g distance of 4B5.47 f£aat to the
point of beginning, ‘ )

Containing 2;60 dcTea more or l8ay. ..

I maree i, L. [y
i ' f

TRACT 53 lf

Beginning a ! 4 point in thes southarly line of the Fleming tract at the scuthvest cornar
of Tract 4, isaid begioning point being BE5.3 feat wagtwardly from the west line of 0Old
Covington Pike; run thence North 55* 30 minutes West al e _soutberly line of said
Fleming tract 269 faet to a point ip the northarly link E:ﬁ i&m tract; cthence
Nezth 347 30 minutes East 351.53 feat to a point 3p the northerly line of said Fleming

tract; theoce South 70°' 31 minures 30 peconds East elong sgdd rly, e 278.52
faet to the norrchwest cornar of Tract 4 rhence South 34° -39 long the
vesr line of Tracr £, a distance of 423,74 feer to the poinc of bnztngqg;
Containing 2,40 acres more or lese. Eé,i g% )
[T IO R R |
H‘JJ}/
- Gaﬂ’t}
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STATE OF TENNESSEE, COUNTY QF SHELBY: T1 9% 01

Before me, the undenigned Nowry Public in the Stz end Cuunty aforeaid, personally appeared. Taany, =

U S L C 10 o )

ctsisiesemsss owith whom 1 am pecanlly acquainted and wha, upon cath, acknawiecged himself o be the
reme ¥ om . Presidant of.... METHORIST, BOSEITALS, OF MEMRHIS .. —the within named bargainer, 2 coe

sxocuted the foregoing inscrumesnt feor the pur

poscx cherein wnrained, by signing the name of the corporation by himnelf as suech . A_1¢2 = President.

WITNESS my hand znd Officisd Seal at office thisemmw.-10th.. wue.day of Mazeh w 19,82,
P % @ tel
e ol Eiib /? VeV "l_a.:h--'

My commission ezpires ,// }/\J

ACS

agm gt T "
¥ . ) ot - [ H
Seaze Tux ,___3% DEED OF TRUST RECORDING DATA ONLY
Mad Tax Blils to
Register's Fee $~—--_.. {Peman or Agencyresponsible for paymens
Recording Fow S 13.00 Chaies _

Lot < 351.50
T. G. # 244858 - WHI

Retuzn to: Mid-South Titlas
Iogurance Corporation

COMPLIMENTS OF MID-SOUTH TITLE INSURANCE CORPORATION
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A:6B-1

Plot Plan
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Site Plan
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A:6B-2

Floor Plans
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Floor Plan
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A:6B-3

Public Transportation Routes
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MONDAY = FRIDAY = OUTEOUND FROM DUWKTOWN
0 2] o 0 5] o

Hudson Jackson Ave Jackson Ave Memphis Austin Methodist
Transit at a National Peay Hwy Haspital
Cenler Walkins St Hollywood SI Cemelery al Yale Rd North
AM 510 517 5:24 5:33 5:39
5:55 6:02 6:09 6:18 6:24
6:10 617 6:24 6:33 6:39
6:25 6:32 6:39 6:48 6:54
6:40 6:47 6:54 7:03 7:09
6:55 7:02 7:09 718 7:24
710 77 7:24 7:33 7:39
7:32 7:39 7:48 7:54
747 7:54 8:03 8:09
8:02 8:09 8:18 8:24
817 8:24 833 8:39
8:32 8:39 8:48 8:54
8:47 8:54 9:03 9:09
9:17 5:24 9:33 9:39
947 9:54 10:03 10:09
10:17 10:24 10:33 10:39
10:47 10:54 1:03 1:09
17 1:24 11:33 1:39
11:47 1:54 12:03 12:09
138
1:09
1:39
2:09
2:39
3:08
3:39
3:54
4:08
a:24
4:39
2:54
£:00
5:24
5:39
5:54
6:09
6:24
mEd
T
w54,
nezd
i3l 151

o © 0 (1] 2] 0

Matthadist Austin Memphis laekson Ave Jackuon Ave Hudson
Haspital Peay Hwy National al a Transil
Narih at Yale Rd Cemelery MHallywood St Walking St Center
AM 5:03 5:09 58 5:33 5:43
5:48 5:54 6:03 6:18 6:28
&:33 6:39 6:48 7:03 713
6:48 6:54 7:.03 7:18 7:28
7:.03 7:09 T8 7:33 7:43
7:18 7:24 7:33 7:48 7:58
7:33 7:39 7:48 8:13
7:48 7:54 8:03 8:28
8:03 8:09 B:18 8:43
8:18 8:24 B:33 8:58
8:33 B:39 8:48 913
8:48 B:54 9:03 9:28
9:03 9:09 9:18 9:43
9:18 9:24 - 9:33 9:58
9:48 *54 10:03 10:28
10:18 10:24 10:33 10:58
10:48 10:54 m03 11:28
118 11:24 11:33 1158
11:48 154 12:03 12:28
PM 12:18 12:24 12:33 12;58
12:48 12:54 103 28
118 1:24 1:33 1:58
1:48 1:54 2:03 2;28
2:18 224 2:33 2:58
2:48 2:54 3:03 a:28
3:18 3:24 3:33 3:58
333 3:39 3:48 413
3:48 3:54 4:03 4:28
4:03 4:09 418 4:43
4:18 4:24 4:33 4:58
4:33 4:39 4:48 5:13
4:48 4:54 5:03 5:28
5:03 5:09 5:18 5:43
5:18 5:24 5:33 5:58
5:33 5:39 5:48 6:13
803 008 8:18 £.43
733 7:39 T:48 8:13
by 5:08 % 943
10:33 10:39 1048 1103 i3




SATURDAY « OUTBOUND FROM DOWNTOWN
1] 2] L3 o (5] 6]

Hudson Jackson Ave Jackson Ave Memphis Auslin Metkalst

Transi al a National Peay Hwy Hoapkial
Canler Walkins St Hollywood St Cemelery ol Yile He North
AM 615 6:25 6:32 6:39 6:48 6:54
7:00 7:10 717 7:24 7:33 7:39
7:45 7:55 8:02 8:09 8:18 8:24
8:30 8:40 8:47 8:54 9:03 9;09
915 9:25 9:32 9:39 9:48 9:54
10:00 10:10 10:17 10:24 10:33 10:39
10:45 10:55 11:02 11:09 1118 124
1130 1140, LEH .54 12:03 12:09
PM 12:15 12:25 12132 12:39 12:48 12:54
100 uin LitEd 134 1:3) ;21
[T 185 2:02 2:09 2:18 2124
2:30 2:40 2:47 2:54 3:03 3:09
EXH 325 3:32 3:39 3:48 a:54
4:00 4:10 anz 4:24 4:33 4:39
4:45 4:55 5:02 5:09 5:18 5:24
5:30 5:40 5:47 5:54 6:03 6:09
6:15 6:25 8:32 6:39 6:48 6:54
7:00 T 747 T2 T:33 T:A0
7:45 7:55 8:02 8:09 8:18 8:24
9:15 9:25 9:32 9:39 9:48 9:54

SATURDAY < INIOUND O DOWNTOWN
o 6] o 3] 2] o

Methodist Austin Memphis Jackson Ave Jackson Ave Hudson

Hospital Peay Hwy National Bt at Transit

Norlh al Yale Rd Cemetery Hollywood St Walkins St Center
AM 5:30 5:36 5:45 5:53 6:00 6:10
6:15 6:21 6:30 6:38 6:45 6:55
7:00 7:06 715 7:23 7:30 7:40
7:45 7:51 8:00 B:08 a:15 8:25
8:30 8:36 8;45 8:53 9:00 210
9:15 9:21 9:30 9:38 9:45 9:55
10:00 10;06 10:15 10:23 10:30 10:40
10:45 10:5% 11:00 11:08 1115 126
1130 1m:36 11:45 1:53 12:00 12110
PM 12:15 12:2 12:30 12:38 12:45 12:55
1:00 1:08 115 123 1:30 1:40
145 151 2:00 2:08 28 235
2:30 2:36 2:45 2:53 200 ETIL
] 230 328 345 3:58
A 415 4:23 4:30 4:40
4:48 5:00 5:08 8:15 5:25
5:30 5:45 5:53 6:00 6:10
8:15 6:30 6:38 6:45 8:55
7:00 715 7:23 T:30 7:40
7:45 8:00 8:08 815 8:25
8:30 8:45 8:53 9:00 210
10:00 10:15 10:23 10:30 10:40

o 2] o 0 o 6]

Hudson Jackson Ave Jackson Ave Memphis Austin Mmihadiat
Transit al al Nalional Peay Hwy Haospilnl
Center Walkins St Hollywood St Cemelery al Yale Rd Narth
AM a:15 B:25 8:32 8:39 8:48 8:54
9:45 9:55 10:02 10:09 10:18 10:24
nmis B maz 139 148 54
PM 12:45 1:02 1:09 1:18 1:24
2:15 2:32 2:39 2:48 2:54
248 402 408 424
LTH 52 839 548 454

SUNDAY. = INEOUND.TO DOWRTOWN
o 0 (4] 3] (2] o

Melhodist Auslin Merphis Incksiin Ave Jackson Ave Hudson
Hospilal Peay Hwy Nalkanal at Transil
Norih at Yale Rd Camistinry Hullywaad St Walkins SU Center
AM 7:30 7:36 745 7:63 8:00 a:10
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11 W. Huling Avenue
Memphis, Teanessee 38103
t  901.260.9600

f 901531.8042

w  brgds.com

brgas

September 8, 2017
Commission No.: 2017552

Methodist Le Bonheur Healthcare
Richard Kelley

1350 Concourse Ave Suite 668
Memphis, TN 38104

Re: Verification of Construction Cost Estimate —
Relocation of Behavioral Health Unit to Methodist North Hospital,
Memphis, Tennessee

Dear Richard:

We have reviewed the construction cost estimates and descriptions for the project in
the CON packet and compared them to typical construction costs we have
experienced in the Mid South region for healthcare construction.

We believe that in today's dollar the projected cost of construction of $1.7 million is
consistent with the costs value for this scope of work and other similar projects in this
market. The budget includes $1.4 million for construction, $0.2 million in contingency
and $0.1 million in design fees. While specific finish choices and market conditions
can greatly affect the cost of any project, the costs assumed in the estimate appear
adequate for mid range finishes used in a healthcare environment for the scope of
work for the Behavioral Health Unit the ground floor of Methodist North Hospital.

In providing opinions of probable construction cost, the Client understands the
Consultant has no control over the cost or availability of labor, equipment or material,
or over market conditions or the Contractor's method of pricing and that the
Consultant's opinions of probable construction costs are made on the basis of the
Consultants professional judgment and experience. The consultant makes no
warranty, express or implied, that the bids or the negotiated cost of the work will not
vary from the Consultant's opinion of probable construction cost.

This facility will be designed in accordance with all applicable codes, regulations and
guidelines required and in accordance with equipment manufacturer's specifications
at the proposed location of the Behavioral Health Unit at Methodist North Hospital.
Please let me know if you require additional information.

Sincerely,

brg3s

Susan Golden
Architect
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¢

September 12, 2017

Melanie Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building

502 Deaderick Street, 9" Floor

Nashville, TN 37243

Dear Ms. Hill:

This is to certify that Methodist Healthcare — Memphis Hospitals has adequate financial
resources for the Methodist North Hospital Relocation of Psychiatric Inpatient Unit project.
The applicant, Methodist Healthcare — Memphis Hospitals, is a not-for-profit corporation
that operates five Shelby County hospitals under a single license. The applicant is a wholly-
owned subsidiary of a broader parent organization, Methodist Le Bonheur Healthcare,
which is a not-for-profit corporation with ownership and operating interests in multiple
other healthcare facilities of several types in West Tennessee, North Mississippi and East
Arkansas. Cash is held at the corporate level. ‘Methodist Le Bonheur Healthcare has
available cash balances to commit to this project. The capital cost of the project is estimated
at $2,295,000.

Sincerely,

Chris McLean
Chief Administrative Officer

1211 Union Avenue * Memphis, Tennessee 38104 » wyyy.methodisthealth.org
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
Combined Financial Statements |
December 31, 2016 and 2015
(With Independent Auditors’ Report Thereon)
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KPMG LLP

Triad Centre IlII

Suite 450

6070 Poplar Avenue
Memphis, TN 38119-3201

Independent Auditors’ Report

The Board of Directors
Methodist Le Bonheur Healthcare:

We have audited the accompanying combined financial statements of Methedist Le Bonheur Healthcare and
Affiliates (the System), which comprise the combined balance sheets as of December 31, 2016 and 2015, and
the related combined statements of operations, changes in net assets, and cash flows for the years then
ended, and the related notes to the combined financial statements.

Management's Responsibility for the Financial Statements

Management is responsibie for the preparation and fair presentation of these combined financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, impiementation, and
maintenance of internal control relevant to the preparation and fair presentation of combined financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audits. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
combined financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the combined financial statements, whether dus to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the combined financial staternents in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the combined financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion
In our opinion, the combined financial statements referred to above present fairly, in all material respects, the
financial position of Methodist Le Bonheur Healthcare and Affiliates as of December 31, 2016 and 2015, and

the resullts of their operations and their cash flows for the years then ended in accordance with U.S. generally
accepted accounting principles.

KPMe P

Memphis, Tennessee
April 28, 2017

KOMG LLP s
fom of the KPMWIG -
KPN G tivernanional Coape

113




METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
' Combined Balance Sheets
December 31, 2016 and 2015

{In thousands)
Assets 2016 2015
Current assets:
Cash and cash equivalents $ 67,238 137,461
Investments 927,314 853,076
Assets limited as to use — current portion 796 650
Net patient accounts receivable 231,441 216,351
Other current assets 89,262 75,006
Total current assets "2 1,316,052 1,282,543
Assets limited as to use, less current portion 32,798 38,485
Property and equipment, net : 954,533 921,000
Other assets 52,977 41,139
Total assets $ 2,356,360 2,281,167
Liabilities and Net Assets
Current liabilities:
Accounts payable : $ 82,350 100,758
Accrued expenses 08,289 92,265
Due to third-party payors, net 10,148 101
Long-term debt — current portion 19,971 17,046
Total current liabilities 210,758 210,170
Long-term debt, less current portion 507,432 540,821
Estimated professional and general liability costs 11,353 11,210
Accrued pension cost 115,434 112,841
Other long-term liabilities 66,282 73,020
Total liabilities 911,259 948,062
Net assets:
Unrestricted 1,410,314 1,305,124
Temporarily restricted 28,899 22,150
Permanently restricted 3,641 3,641
Total net assets attributable to Methodist
Le Bonheur Healthcare 1,442 854 1,330,915
Noncontrolling interests - 2,247 2,190
Total net assets 1,445,101 1,333,105
Commitments and contingencies
Total liabilities and net assets $ 2,356,360 2,281 167

See accompanying notes to combined financial statements.
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
Combined Statements of Operations
Years ended December 31, 2016 and 2015

(In thousands)

2016 2015
Unrestricted revenues and other support: :
Net patient service revenue $ 1,932,456 1,882,749
Provision for uncollectible accounts (170,637) (163,509)
Net patient service revenue less provision
for uncollectible accounts 1,761,819 1,719,240
Other revenue 160,585 142,789
Net assets released from restrictions used for operations 11,635 11,451
Total unrestricted revenues and other support 1,934,039 1,873,480
Expenses:
Salaries and benefits 949,554 876,746
Supplies and other 792,126 735,515
Depreciation and amortization 108,266 108,017
Inferest 20,608 25,489
Total expenses 1,870,554 1,743,767
Operating income 63,485 129,713
Nonoperating gains (losses):
Investment income, net 25017 36,925
Changs in fair value of interest rate swaps ’ 6,578 1,012
Unrealized gain (Joss) on trading securities, net 20,608 (28,732)
Loss on refunding of long-term debt (8,610) —
Total nonoperating gains, net 43,593 9,205
Revenues, gains and other support in excess of
expenses and losses, before noncentrolling interests 107,078 138,918
Noncontrolling interests : ~{1,428) {(1,535)
Revenues, gains and other support in excess of
expenses and osses 105,652 137,383
Other changes in unrestricted net assets:
Accrued pension cost adjustments (2,593) 5671
Other 21 —
‘ Net assets released from restrictions used for capital purposes 2,110 2,394
Change in unrestricted net assets $ 105,190 ' 145,448

See accompanying notes to combined financial statements.
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METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
Combined Statemente of Changes in Net Assets

Balances et Dacember 31, 2014

)

Revenues, gains and other support In excess of

expenses and losses
Distributions to minority shareholders
Accrued psnsion cost adjustments
Donor-restricted gifis, grants, and baquests
Investment income, net
Nel assets released from restrictions used for aperations
Net assats released from restrictions used for

capltal purposes

Change in net assels

Balances at December 31, 2015

Revenues, gaine and other support in excess of
expenses and losses

Distributions to minority shereholders

Accrued pension cost adjustments

Donor-restricted gifts, grants, and bequests

Investment Income, net

Other

Net asssts refeasad from restrictions used for oparations

Nat assets raleased from resirictions used for
Fapltal purposes

Change in net assels
Balances at December 31, 2016

See accompanying notes to combined financial statements.

$

Yaars ended December 31, 2016 and 2015
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(In thousands)
Temporarily Permanently Noncentrolling
Unresfricted restricted restricied interests Total
. 1,159,876 24,597 3,704 2,498 1,190,476
137,383 — - 1,635 138,918

- —_— — (1,843) (1,843)

5,871 — —_ —_ 5871

- 11,651 (63) - 11,488
— (153) - — (163)

- (11,4861} — — (11,481)

2,304 {2,394) — — —
145,448 (2,447) (63) _(308) 142,630
1,305,124 22,150 3,844 ) 2,190 1,333,105
105,852 —_ ) — 1,426 107,078
= o= - (1,368} (1,369)
(2,593) - - —_ (2.503)

— 18,216 — —_ 18,216

— 2,278 _ _ 2,278

21 — — - 21
- (11,835) - — (11,835)

2,110 (2,110) — — _
105,190 8,740 — 57 111,896
1,410!314 26,809 3,641 2,247 1,445 101
4




METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES

Combined Statements of Cash Flows

Years ended December 31, 2016 and 2015

(In thousands)

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash provided
by operating activities:

Depreciatfon and amortization

Unrealized and realized (gain) loss on trading securities, net

Change in fair value of interest rate swaps

Provision for uncollectible accounts

Restricted contributions and investment income .

Equity in net loss of equity investees

Impairment of land

Gain on disposal of property and equipment

Accrued pension cost adjustments

Changes in operating assets and liabilities, net of effects of

acquisitions: . '
Accounts receivable
Other cumrent assets
Other assets
Accounts payable, accrued expenses and due to
third-party payors

Other long-term liabilities, estimated professional and
. general liability costs and accrued pension costs

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Proceeds from sales of property and equipment
Sales of investments and assets limited as to use
Purchases of investments and assets limited as to use
Purchase of businesses

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from issuance of long-term debt
Repayment of long-term debt
Cash defeasance of debt
Restricted contributions and investment income

Net cash used in financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes to combined financial statements.
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2016

2015

$ 111,996 142,630
108,266 106,017
(22,387) 14,758
(6,578) (1,012)
170,637 163,509
(3,143) (1,272)
7,344 8,017
570 110
(378) 21)
2,593 (5.671)
(185,727) (165,826)
(14,257) (13.312)
(19,851) (3,011)
(2,354) {5,350)
(17) (7,196)
146,716 233,370
(142,141) (125,854)
944 328
1,980,415 1,735,527
(2,028,725) (1,822,371)
(716) —
{190,223) (212,370)
119,675 552
(19,763) (15,492)
{(129,770) -
3,143 1,272
(26,715) (13,668)
(70,222) 7,332
137,481 130,129
$ 67,239 137,461




METHODIST LE BONHEUR HEALTHCARE AND AFFILIATES
Notes to Combined Financial Statements
December 31, 2016 and 2015

(1) Organization and Summary of Significant Accounting Policies

Methodist Le Bonheur Healthcare and Affiliates (the System) is a not-for-profit healthcare system providing
a continuum of healthcare services primarily to residents of Memphis, West Tennessee, North Mississippi,
and East Arkansas through its acute care and specialty care facilities. The System operates six hospitals, a
hospice residence and a home health agency, with over 13,200 employees and 1,680 licensed beds. The
significant accounting policies used by the System in preparing and presenting its combined financial
statements follow: '

(a)

(b

Principles of Combination

The accompanying combined financial statements include Methodist Le Bonheur Healthcare
(Methodist Le Bonheur), all affiliates for which Methodist Le Bonheur or its board of directors is the
controlling member, and its wholly owned subsidiaries. Such affiliates and subsidiaries of the System
include:

o Methodist Healthcare — Memphis Hospitals (Methodist Healthcare — University Hospital, North
Hospital, South Hospital, Germantown Hospital and Le Bonheur Children’s Hospital);

» Methodist Healthcare — Fayette Hospital (closed in fiscal year 2015);

» Methodist Healthcare — Olive Branch Hospital;

« Alliance Health Services, inc.;

¢ Methodist Extended Care Hospital, Inc. (closed in fiscal year 2016);

o Methodist Le Bonheur Healthcare Foundation (comprised of Methodist Healthcare Foundation, Le
Bonheur Children’s Hospital Foundation, and Le Bonheur Community Health and Well-Being);

e Methodist Healthcare Community Care Associates;

¢ Methodist Healthcare Primary Care Associates; and

e Ambulatory Operations, Inc.

ASU 2010-07 also requires that noncontrolling ownership interests in subsidiaries held by parties other
than the parent be clearly identified, labeled, and presented in the combined balance sheets within net
assets, but separate from the entity's net assets. In addition, ASU 2010-07 requires that a combined

statement of changes in net assets attributable to the entity and noncontrolling interests be provided for
each class of net assets for which a noncontrolling interest exists during the reporting period.

Al significant intercompany balances and transactions have been leliminated in combination.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires that management make estimates and assumptions affecting the reported amounts
of assets, liabilities, revenues and expenses, as well as disclosure of contingent assets and liabilities.
Actual results could differ from those estimates.

6 (Continued)
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DNV Accreditation Letter and Certificate
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March 7, 2017

Michael Ugwueke Program: Hospital

Chief Executive Officer CCN: 440049

Methodist Healthcare Memphis Hospitals Survey Type: Medicare Recertification/ DNVHC First DNV Initial
d/b/a Methodist University Hospital Certificate #: 215075-2017-AHC-USA-NIAHO

1265 Union Avenue Survey Dates: January 24-26, 2017

Memphis, TN 38104 Accreditation Decision: Full accreditation

Date Acceptable Plan of Correction Received: 2/27/2017
Method of Follow-up: Acceptable Plan of Correction,
Self- Attestation, Document Review

Effective Date of Accreditation: 2/27/2017

Expiration Date of Accreditation: 2/27/2020

Term of Accreditation: Three (3) years

Dear Mr. Ugwueke:

Pursuant to the authority granted to DNV GL Healthcare USA, Inc. by the U.S. Department of
Health and Human Services, Centers for Medicare and Medicaid Services, Methodist Healthcare
Memphis Hospitals d/b/a Methodist University Hospital is deemed in compliance with the Medicare
Conditions of Participation for Hospitals (42 C.F.R. §482) and awarded full accreditation for a three
(3) vear term effective on the date referenced above DNV GL Healthcare USA, Inc. is
recommending your organization for continued deemed status in the Medicare Program.

This accreditation is applicable to all facilities operating under the above-referenced CCN
number at the following address(es):

Methodist Healthcare Memphis Hospitals d/b/a Methodist University Hospital - 1265 Union Avenue -
Memphis, TN 38104

Le Bonheur Children's Hospital — 848 Adams Street - Memphis, TN 38103

Methodist Le Bonheur Germantown Hospital - 7691 Poplar Avenue — Germantown, TN 38138
Methodist North Hospital - 3960 New Covington Pike - Memphis, TN 38128

Methodist South Hospital - 1300 Wesley Drive - Memphis, TN 38116

Methodist Diagnostic Center — Midtown - 1801 Union Avenue - Memphis, TN 38104

Methodist Medical Group & MHMH GI Lab (DBA: Southwind Medical Specialists) - 3725 Champion
Hills Drive Suite 2000 & 2400 - Memphis, TN 38125

South Comprehensive Wound Healing Center - 1251 Wesley Drive Suite 107 - Memphis, TN 38125
North Comprehensive Wound Healing Center - 3950 New Covington Pike Suite 350 - Memphis, TN
38128

Sutherland Cardiology & Methodist Germantown Diagnostic Group (DBA: Sutherland Cardiology
Clinic & Cardiovascular Outpatient Diagnostic Center) - 7460 Wolf River Boulevard - Germantown,
TN 38138

Methodist Diagnostic Center - Germantown - 1377 South Germantown Road — Germantown, TN
38183

Le Bonheur Outpatient Rehab - 980 Poplar Avenue - Memphis, TN 38103

Le Bonheur Urgent Care - Hacks Cross - 8071 Winchester Road Suite 2 - Memphis, TN 38125
Methodist Healthcare Outpatient Services (DBA: West Cancer Center) - 240 Grandview Drive -
Brighton, TN 38011

Methodist Healthcare Outpatient Services & Methodist Mobile Mammography (DBA: West Cancer
Center) - 7945 Wolf River Boulevard - Germantown, TN 38011

Methodist Healthcare Outpatient Services (DBA: West Cancer Center) - 1588 Union Avenue -
Memphis, TN 38104

DNV GL - Healthcare, 400 Techne Center Drive, Suite 100, Milford, Ohio 45150  (513) 947-8343  www.dnvalhealthcare.com
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Methodist Healthcare Outpatient Services (DBA: West Cancer Center) - 7668 Airways Blvd -

Southaven, MS 38671

Methodist Healthcare Outpatient Services (DBA: Margaret West Screening Breast Center) - 1381 S.
Germantown Rd - Germantown, TN 38183

Methodist Sleep Disorders Cen
Methodist Medical Group (DBA
38104

Methodist Medical Group (DBA
TN 38134

Methodist Medical Group (DBA:

38004

Methodist Medical Group (DBA:
Methodist Medical Group (DBA:

Memphis, TN 38104

Methodist Medical Group (DBA:

TN 38119

Methodist Medical Group (DBA:

TN 38138

Methodist Medical Group (DBA:

ter - 5050 Poplar Avenue Suite 300 - Memphis, TN 38157
: Arthritis Group) - 1211 Union Avenue - Suite 200 - Memphis, TN

: Bartlett Internal Medicine) - 6570 Summer Oaks Cove - Bartlett,
Comprehensive Primary Care) — 76 Capital Way #C - Atoka, TN

Covington Pike Medical) - 3789 Covington Pike — Bartlett, TN 38135
Eastmoreland Internal Medicine) - 1325 Eastmoreland #245 -

Endocrinology Clinic) - 6401 Poplar Avenue Suite 400 - Memphis,
Foundation Medical Group) - 7690 Wolf River Circle - Germantown,

Germantown Internal Medicine Associates) - 7796 Wolf Trail Cove

#201 - Germantown, TN 38138

Methodist Medical Group (DBA
Memphis, TN 38111

Methodist Medical Group (DBA
Germantown, TN 38138
Methodist Medical Group (DBA
TN 38002

Methodist Medical Group (DBA
Bartlett, TN 38133

Methodist Medical Group (DBA
- Cordova, TN 38016
Methodist Medical Group (DBA

: Methodist Medical Group -Highland) - 3473 Poplar Avenue #103 -
: Kraus Internal Medicine) - 7550 Wolf River Boulevard #103 -

: Lakeland Family Medicine) - 2961 Canada Road #105 - Lakeland,
: MidSouth Family Medicine--Bartlett) - 2589 Appling Road #101 -

: MidSouth Family Medicine--Country Village) - 8115 Country Village

: MidSouth Family Medicine--Stonecreek) - 9047 Poplar Avenue

#105 - Germantown, TN 38138

Methodist Medical Group (DBA
38104

Methodist Medical Group (DBA
Memphis, TN 38116

Methodist Medical Group (DBA
38104

Methodist Medical Group (DBA
Memphis, TN 38119

Methodist Medical Group (DBA
Memphis, TN 38117

: Midtown Internal Medicine) - 1533‘Union Avenue - Memphis, TN
: Motley Internal Medicine Group) - 1264 Wesley Drive #606 -

: Peabody Family Care) - 1325 Eastmoreland #150 - Memphis, TN
: PennMarc Internal Medicine) - 6401 Poplar Avenue #400 -

: Southwind Medical Specialists--Sanderlin) - 5182 Sanderlin #3 -

Sutherland Cardiology (DBA: Sutherland Cardiology Clinic--North) - 3950 New Covington Pike Suite

220 - Memphis, TN 38117
Methodist Medical Group (DBA
Memphis, TN 38104

UT Methodist Physicians (DBA:
Memphis, TN 38104

UT Methodist Physicians (DBA:
Germantown, TN 38138

UT Methodist Physicians (DBA:
Memphis, TN 38018

: The Internal Medicine Clinic) - 3950 New Covington Pike #110 -
UTMP Surgical Oncology) - 1211 Union Avenue Suite 300 -
UTMP Surgical Oncology) - 7945 Wolf River Boulevard Suite 280 -

UTMP Multidisciplinary Clinic) - 57 Germantown Court #100 -
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UT Methodist Physicians (DBA: UTMP Multidisciplinary Clinic) - 1251 Wesley Drive Suite 151 -
Memphis, TN 38116

UT Methodist Physicians (DBA: UTMP Multidisciplinary Clinic) - 1325 Eastmoreland Suite 370 -
Memphis, TN 38104

Methodist Healthcare Outpatient Services (DBA: West Cancer Center) - 1936 W. Poplar Ave. -
Collierville, TN 38017

Methodist University Specialty Clinic & Sickle Celt Clinic - 1325 Eastmoreland Suite 101 - Memphis,
TN 38104

Methodist Le Bonheur Healthcare Germantown Hospital Rehab and Outpatient Cardiac Rehab -
6560 Poplar Avenue — Memphis, TN 38138

Le Bonheur Outpatient Center - 51 N. Dunlap - Memphis, TN 38105

Le Bonheur Outpatient Center East - 100 North Humphreys Blvd. — Memphis, TN 38120

Methodist Medical Group (DBA: Brighton Family Medicine) - 1880 Old Hwy. 51 S. #C - Brighton,
TN 38011

Methodist Healthcare Outpatient Services (DBA: West Cancer Center) - 1211 Union Suite 400 -
Memphis, TN 38104

UT Methodist Physicians (DBA: UTMP Cardiology) - 1211 Union Avenue #965 — Memphis, TN 38104
UT Methodist Physicians (DBA: UTMP Cardiology) - 1251 Wesley Drive Suite 153 - Memphis, TN
38116

This accreditation requires an annual survey and the organization’s continual compliance
with the DNVHC Accreditation Process. Failure to complete these actions or otherwise
comply with your Management System Certification/Accreditation Agreement may result in
a change in your organization’s accreditation status.

Congratulations on this significant achievement.

Sincerely,

Patrick Horine
Chief Executive Officer
cc: CMS CO and CMS RO 1V (Atlanta)
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CERTIFICATE OF
ACCREDITATION

Certificate No.: Initial date: Valid until:
215075-2017-AHC-USA-NIAHO 2/27/2017 2/27/2020

This is to certify that:

Methodist Healthcare — Memphis Hospitals

1265 Union Avenue, Memphis, TN 38104

has been found to comply with the requirements of the:

NIAHO® Hospital Accreditation Program

Pursuant to the authority granted to DNV GL Healthcare USA, Inc. by the U.S.
Department of Health and Human Services, Centers for Medicare and Medicaid Services,
this organization is deemed in compliance with the Medicare Conditions of Participation
for Hospitals (42 C.F.R. §482).

This certificate is valid for a period of three (3) years from the Effective Date of
Accreditation.

For the Accreditation Body:
DNV GL - Healthcare

CENTERS FOR MEDICARE & MEDICAID SERVICES
At~

Patrickw
Chief Executive Officer

Lack of continual fulfiliment of the conditions set out In the Certification/Accreditation Agreement may render this Certificate invalid,

DNV GL - Healthcare, 400 Techne Center Drive, Suite 100, Milford OH, 45156, Tel: 5138417-83431 25 www.dnvglhealthcare.com



Lack of continual fulfillment of the conditions set out in the Certiflcation/Accreditation Agreement may render this Certificate jnvalid.

DNV Gl - Healthcare, 400 Techne Ceater Drive, Suite 100, Milford OH, 45156, Tel: 513*5’47—835% 26 www,dnvglheaithcare,com
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MMetodist ComplianceDepartment of Health & Human
Services

Centers for Medicare & Medicaid Services

61 Forsyth Street, SW, Suite 4120

Atlanta, Georgia 30303-8909

~ CFNTERS FOR MEDICARF & MEDICAID SERVICES
OFFICE OF CLINICAL STANDARDS & QUALITY

Ref S Methedist 44-0049

Important Notice — Please Read Carefully
April 8,2016

Mr.Michael Ugwueke, Administrattor
Methodist Healthcare Memphis Hospitals
1265 Union Ave Suite 700
Memphis, TN 38104

RE: CCN 34-1322

Dear Mr. Ugwueke

Based on the acceptable Plan of Correction and findings at a follow-up survey ending on April,5,
2016, it has been determined that your hospital is now in full compliance with the Medicare
Conditions of Participation. There were no deficiencies cited. We are rescinding the termination
action of the March 7, 2016, and the amended letter., restoring your hospital’s deemed status and
removing it from State monitoring. Methodist Healthcare Memphis Hospitals will continue as a
provider of services under the Medicare program.

We have notified all appropriate parties of this action. If you have any questions or concerns,
please contact Rosemary L. Robinson at (404) 562-7405.

Sincerely,

Associate Regional Administrator
Division of Survey & Certification

CC: State Agency
JC
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NET INCOME (LOSS)

$.(484) $1.098 $1.206
G.  Other Deductions
1. Annual Principal Debt Repayment $ $ $
2. Annual Capital Expenditure
Total Other Deductions $ $ $
NET BALANCE $(484) $.1,008 $.1,206
DEPRECIATION $.19 $21 $14
FREE CASH FLOW (Net Balance + Depreciation) $(465) $1,118 $1,220
0 Total Facility
X Project Only
HISTORICAL DATA CHART-OTHER EXPENSES
Wﬂﬁﬁ Year 2014 Year 2015 Year 2016
In 000’s
1. | Benefits $760 $720 $710
2. | Contract Labor 30 3 40
3. | Repairs and Maintenance 51 53 68
4. | Professional Fees 122 127 162
5. | Contract Services 155 161 205
6. | Utilities 31 33 42
7. | Insurance 26 28 35
8. | Laundry Services 8 11
Print Shop 2
10. | Telephone 6
11. | Contributions 9 10 13
12. | License/Accreditations Fees 1 1 2
13. | Postage/Freight 4 4 6
Total Other Expenses $1.208 $1.186 $1,302
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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SEetemie B0 Alliance Healthcare Services

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
502 Deadlerick Street ~ 9" Floor
Nashville, TN 37243

Dear Msé Hill:

I'am writing this letter to pledge strong support for Methodist Healthcare — Memphis Hospitals
Certiﬁcag‘e of Need to relocate their 34-bed inpatient psychiatric unit to the Methodist North
Hospital. | am the CEO of Alliance Healthcare Services which is the largest comprehensive
mental health provider in Shelby County offering outpatient services, the mobile crisis unit, crisis
stabilization services, medically managed detox services and respite care. Alliance Healthcare
has been the behavioral health consuitation liaison for Methodist Le Bonheur Healthcare for 7
years. Alliance Healthcare Services supports Methodist’s commitment to continue to provide
psychiatric services in the new location at Methodist North Hospital.

Alliance Healthcare Services operates crisis services for mental health disorders in the Shelby
County services area, and Methodist is an essential inpatlent provider in the regional adult care
continuum. Many of the chronic mental health patients who are initially treated through
Alliance Healthcare’s crisis services are admitted to the inpatient unit at Methodist. The
inpatient unit treats a significant number of our mentally disabled patients in need of acute
medical needs. The unit provides the stabilizing medical-surgical care and psychiatric services
needed for this population through high quality assessments, evidenced-based therapeutic
interventions and timely discharge with coordinated care to other providers in the community.

Methodist is a long-term partner in the health care needs of the mentally disabled in the local
community, and we support the relocation of their program. The new location at Methodist
North will expand the space allocated for the behavioral health service line, improve security
and privacy for admissions to the unit and sustain a needed resource in the Shelby County
commun@ty. We appreciate your consideration and request approval of this application.

Sincerely,

Gene Lawrence
CEQ, Alliance Healthcare Services

2150 Whitney Avenue 2100 Whitney Avenue 2579 Douglass Avenue 3628 Summer Avenue 4088 Summer Avenue 3810 Winchester Road 951 Court Avenue
Memphis, TN 38127 Memphis, TN 38127 Memphis, TN 38114 Memphis, TN 38122 Memphis, TN 38122 Memphis, TN 38118  Memphls, TN 38103
901.353.5440 901.353.5440 901.369.1480 901.452,6941 901.458.4553 901.369.1400 901.577.9400

Alliance-HS.org @ 2220 Union Avenue e Memphis, TN 38104 e 901.567.3554
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September 22, 2017

Melanie Hill, Executive Director

State of Tennessee

Health Services and Development Agency
502 Deaderick Street — 9" Floor
Nashville, TN 37243

Dear Ms. Hill:

Please accept this letter as support for Methodist Healthcare — Memphis Hospitals’ Certificate of
Need to relocate their 34-bed inpatient psychiatric unit from the Methodist University campus to
Methodist North. Tam the CEO of Lakeside Behavioral Health System which has been a premier
provider of specialized behavioral health care and addiction services in the Mid-South since 1969.
Lakeside operates the largest freestanding facility in the region on a 37-acre campus on the
outskirts of Memphis in Shelby County, Tennessee. Qur comprehensive behavioral health
services include inpatient, intensive outpatient, partial hospitalization and residential treatments
for all ages. Lakeside fully supports Methodist’s continued commitment to inpatient psychiatric
services and the planned relocation to the Methodist North Hospital.

Methodist is an important contributor in the behavioral health continuum of care and a solid
partner through their long-term commitment to treat the severely and persistently mentally ill
population. The psychiatric inpatient unit at Methodist has been opened for over 40 years and at
one time was managed by Lakeside Behavioral Health System. While Lakeside accepts referrals
from all healthcare providers in the service area, this historical connection is the basis for strong
referral patterns between the two entities and effective coordination of care for shared patients.
The inpatient services will be enhanced in the new location on the Methodist North campus with
added space for existing services and improved secured, controlled access with the separate, yet
adjoining building adjacent to general hospital services. The relocation of the psychiatric unit
reaffirms Methodist’s commitment to the provision of behavioral health services at Methodist
North Hospital.

We support Methodist in their request to relocate existing psychiatric services, and request your
consideration and approval of the application.

Sincerely,

a0l

’ Joy Golden
Chief Executive Officer
Lakeside Behavioral Health System

2911 Brunswick Road / Memphis, TN 38133/ 901 e 377 e 4700
800 ¢ 232 ¢ LAKE / www.lakesidebhs.com



State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

October 1, 2017

Carol Weidenhoffer

Methodist Le Bonheur Healthcare
1211 Union Avenue, Suite 865
Memphis, TN 38104

RE:  Certificate of Need Application — Methodist Healthcare-Memphis Hospitals dba
Methodist North Hospital - CN1709-029

The relocation of a 34 licensed bed adult psychiatric inpatient unit currently located at the Methodist
University Hospital campus at 1265 Union Avenue in Memphis (Shelby County), TN 38104 to the
Methodist North Hospital campus located at 3960 New Covington Pike, Memphis (Shelby County), TN
38128. The applicant is owned by Methodist Healthcare. The estimated project cost is $2,295,000.

Dear Ms. Weidenhoffer:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 30-day review cycle for CONSENT CALENDAR this project will begin on
October 1, 2017. The first (30) days of the cycle are assigned to the Department of Health, during
which time a public hearing may be held on your application. You will be contacted by a
representative from this Agency to establish the date, time and place of the hearing should one be
requested. At the end of the (30)-day period, a written report from the Department of Health or its
representative will be forwarded to this office for Agency review. You will receive a copy of their
findings. The Health Services and Development Agency will review your application on
December 13, 2017.



Ms. Weidenhoffer
October 1, 2017
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

3) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive
Director and a written summary of such communication shall be made part of the
certificate of need file.

4) All communications between the contact person or legal counsel for the applicant
and the Executive Director or agency staff after an application is deemed complete
and placed in the review cycle are prohibited unless submitted in writing or
confirmed in writing and made part of the certificate of need application file.
Communications for the purposes of clarification of facts and issues that may arise
after an application has been deemed complete and initiated by the Executive
Director or agency staff are not prohibited.

Should you have questions or require additional information, please contact me.
Sincerely,

Melanie M. Hill
Executive Director

cc: Trent Sansing, TDH/Health Statistics, PPA
cc: Marthagem Whitlock, TDMHSAS



State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville;?g::;l)gsip.@{ﬁya

FROM: Melanie M. Hill
Executive Director

DATE.: October 1, 2017

RE: Certificate of Need Application
Methodist Healthcare-Memphis Hospitals dba Methodist North
Hospital - CN1709-029
CONSENT CALENDAR

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a CONSENT CALENDAR thirty (30) day review period to
begin on October 1, 2017 and end on November 1, 2017.

Should there be any questions regarding this application or the review cycle, please contact this

office.

Enclosure

cc: Carol Weidenhoffer
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September 7, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson BuiIding
502 Deaderick Street, 9"
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Le Bonheur Healthcare, centered in Shelby County, is one of
Tennessee’s largest healthcare providers. Methodist Healthcare's principal
acute care subsidiary organization is Methodist Healthcare--Memphis Hospitals
that owns and operates five Shelby County hospitals. Methodist North Hospital
is the 246-bed adult facility located in the northern quadrant of the Methodist
service area. Methodist North is filing a Certificate of Need for the relocation of
the 34-bed Methodist Psych inpatient unit currently located on the Methodist
University Hospital campus to the Methodist North campus. As a result of
extensive renovation and modernization plans approved by CN1602-009 for
Methodist University, the building currently housing the Psych unit is scheduled
to be demolished in 2019. Methodist North is the optimal location for the
relocated service and beds.

Enclosed in triplicate is the corrected Letter of Intent for this project. The
corrected Publication of Intent for this project will be filed in the Commercial
Appeal on September 10, 2017. The anticipated filing date for the application is
September 15, 2017. Please let us know if you have any questions or need
additional information.

Sincerely,

C e Wiiolt e

Carol Weidenhoffer
Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue * Memphis, Tennessee 38104 « www.methodisthealth.org



LETTER OF INTENT &
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Commercial Appeal which is a newspaper of general
circulation in Shelby County, Tennessee, on or before September 8, 2017 for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that Methodist Healthcare - Memphis Hospitals dba Methodist North Hospital (a general hospital), owned and
managed by Methodist Healthcare - Memphis Hospitals (a not for profit corporation), intends to file an
application for a Certificate of Need for the relocation of 34 licensed adult psychiatric beds. The beds are
currently located at 1265 Union Avenue, Memphis, TN 38104 on the Methodist University Hospital campus.
Methodist Healthcare — Memphis Hospitals proposes to move them to 3960 New Covington Pike, Memphis,
TN 38128 on the Methodist North Hospital campus. Both hospitals are operated under the Methodist
Healthcare - Memphis Hospitals license and total licensed beds for the System will not change. There will be
renovation of 18,976 square feet of space to accommodate the relocated psychiatric beds and services. The
project does not contain any major medical equipment or initiate or discontinue any health service; and it will
not affect any other licensed bed complements. The estimated project cost is $2,295,000

The anticipated date of filing the application is on or before September 15, 2017. The contact person for this
project is Carol Weidenhoffer, Senior Director of Planning and Business Development, who may be reached at:
Methodist Le Bonheur Healthcare, 1211 Union Avenue, Suite 865, Memphis, TN, 38104, 901-516-0679.

CLUAL, /\)LLC LL La—f/f; 9 I 71 |71 carol.weidenhoffer@mih.org
(Signat ure) (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and recewed between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

ey r—— e g e e e e e e e e e T T ——
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SUPPLEMENTAL #1

September 25, 2017
10:09 am

Methodlstw

Healthcare

SEP 25717 anli0g

September 22, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Bqumg
502 Deaderick Street, 9
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Healthcare--Memphis Hospitals dba Methodist North Hospital filed
CN1709-029 to relocate Methodist’s psychiatric unit on September 15, 2017. |t
was noted in the supplemental questions received September 21, 2017 (question
#13) that a page numbering issue caused the last several pages of the
Application to be omitted in the initial filing. Please see the missing pages
attached as discussed with Phillip Earhart. The full, original renumbered
Application was emailed in response to supplementals on September 21, 2017
as well.

Per discussions with Phillip, the full application with attachments and all other
responses to supplementals will be mailed to you early next week before the
deadline.

Enclosed in triplicate are the missing pages. Thank you. Please let us know if
you have any questions or need additional information.

Sincerely,

Connl Wl

Carol Weidenhoffer
Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue * Memphis, Tennessee 38104-6638 « 901-726-2300 « www.methodisthealth.org



SUPPLEMENTAL #1
September 25, 2017
10:09 am

AFFIDAVIT

SEP 25717 aw10:09

STATE OF TENNESSEE

COUNTY OF SHELBY

NAME OF FACILITY: METHODIST HEALTHCARE — MEMPHIS HOSPITALS, DBA
METHODIST NORTH HOSPITAL

|, FLORENCE JONES, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

W prprce /i"*ma/%ﬁf/éw‘
\S/ nature/Title /.

Sworn to and subscribed before me, a Notary Public, this the QZCQ_ day of | g’qﬂtq aber, 20 2

witness my hand at office in the County of Shelby, State of Tennessee.

Sty mm
NOQRY@UBLIC

My Commission Expires January 20, 2019

My commission expires

HF-0043

Revised 7/02
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SUPPLEMENTAL #1

]

& September 25, 2017
e 10:09 am
2) Document that consideration has been given to @ternatives to new construction, e.g.,
modernization or sharing arrangements. B

]
There is no new construction. The building on the North campus will be renovated with
new finishes and fixtures including architectural features to reduce ligature risk and
prevent patients from harming themselves. Renovations are minimal.

SECTION B: CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

A. List all existing health care providers (i.e., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or
plans to have contractual and/or working relationships, that may directly or indirectly apply to the
project, such as, transfer agreements, contractual agreements for health services.

® The Methodist Healthcare-Memphis Hospitals’ license includes five hospitals-
e Methodist University Hospital
o Methodist South Hospital
o Methodist North Hospital
¢ Methodist Le Bonheur Germantown Hospital
¢ Le Bonheur Children's Hospital

o Additionally, Methodist Healthcare-Memphis Hospitals owns and operates Methodist
Alliance Services, a comprehensive home care company, and a wide array of other
ambulatory services such as urgent care centers and ambulatory surgery centers.

° Methodist Healthcare is part of the University Medical Center Alliance which also
includes the University of Tennessee and the Memphis Regional Medical Center (The
Med). The goal of this council is to support the quality of care, patient safety and
efficiency across all three institutions.

o There are also agreements with the Mid-South Tissue Bank, the Mid-South Transplant
Foundation, and PhyAmerica.

o Methodist Healthcare has working relationships with the following physician groups:
* The West Clinic
* UT Medical Group, Inc.
* UT Le Bonheur Pediatric Specialists
» Campbell Clinic Orthopaedics
* Pediatric Anesthesiologists PA
» Pediatric Emergency Specialists PC
 Semmes-Murphey Neurologic and Spine Institute
* Methodist Primary and Specialty Care Groups

B. Describe the effects of competition and/or duplication of the proposal on the health care system,
including the impact to consumers and existing providers in the service area. Discuss any
instances of competition and/or duplication arising from your proposal including a description of the
effect the proposal will have on the utilization rates of existing providers in the service area of the
project.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
44



SUPPLEMENTAL #1
1) Positive Effects September 25, 2017
The proposed project will have a positive impact on the Shﬂpa&gmty health care
community. The project is the relocation of established psyc'hlatnc services and
affirms Methodist’s commitment to continue to provide psychiatric services in the
service area in a larger, newly renovated space. .

2) Negative Effects
The project will not negatively affect any providers in the service area. These are
existing Methodist beds which will be relocated within the same hospital system
less than 14 miles away.

C. 1) Discuss the availability of and accessibility to human resources required by the proposal,
including clinical leadership and adequate professional staff, as per the State of Tennessee
licensing requirements and/or requirements of accrediting agencies, such as the Joint
Commission and Commission on Accreditation of Rehabilitation Facilities.

Currently, Methodist’s psychiatric beds are located and operated at Methodist
University Hospital. With this proposed relocation not only would the beds be
relocated, but all the clinical leadership, professional staff, and accessibility to
human resources would be relocated as well.

The applicant projects a total of 27.91 associated in the project’s first full calendar
year of operation. All current staff will be relocated along with the beds and service
to the proposed location. FTEs are not added with this project.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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SUPPLEMENTAL #1

September 25, 2017
2) Verify that the applicant has reviewed and understands all licensHEQfh@m certification as
required by the State of Tennessee and/or accrediting agencies such as the Joint Commission
for medical/clinical staff. These include, without limitation, regulations concerning clinical

leadership, physician supervision, quality assurance policies and programs, utilization review
policies and programs, record keeping, clinical staffing requirements, and staff education.

The applicant so verifies. Methodist North Hospital reviewed and meets all the State
requirements for physician supervision, credentialing, admission privileges, and
quality assurance policies and programs, utilization review policies and programs,
record keeping and staff education.

3) Discuss the applicant’s participation in the training of students in the areas of medicine, nursing,
social work, etc. (e.g., internships, residencies, etc.).

Methodist Healthcare has clinical affiliation agreements with multiple colleges
including twenty for nursing, thirty for rehabilitation service professionals (physical
therapy, speech therapy, and audiology), three for pharmacy, and almost twenty for
other allied health professionals including paramedics, laboratory, respiratory
therapy, radiation therapy technicians.

Methodist participates very heavily in the training of students from various medical
disciplines. Since relationships exist with most of the schools in Memphis, most of the
students have also been trained academically in this region. The three primary disciplines
that participate in the training of students at Methodist are medicine, nursing and
psychosocial services.

In the area of medicine, there are many different specialties represented in the interns and
residents who train at Methodist — there are more than twenty different specialties.
Likewise, since there are several nursing schools in the area, Methodist is very active in
the training of future nurses. These nurses come from several types of programs, which
include Bachelor's Degrees, Associate Degrees, Licensed Practical Nurse programs and
Diploma programs. Methodist participates in training of students from the following

schools:

Methodist Healthcare Baptist Health System

University of Tennessee Regional Medical Center

University of Memphis Southwest Tennessee Community College
Northwest Mississippi Jr. College Tennessee Centers of Technology

D. ldentify the type of licensure and certification requirements applicable and verify the applicant has
reviewed and understands them. Discuss any additional requirements, if applicable. Provide the
name of the entity from which the applicant has received or will receive licensure, certification, and/or
accreditation.

Licensure: State of Tennessee Hospital Licensure Survey in 2008 (see Attachment Orderly
Development D for current license and Licensure Survey)

Certification Type (e.g. Medicare SNF, Medicare LTAC, etc.): Medicare Hospital

Accreditation (i.e., Joint Commission, CARF, etc.): DNV GL-Healthcare

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
46



SUPPLEMENTAL #1
September 25, 2017
1) If an existing institution, describe the current standing with any licensiqgy.@@/tifiing, or accrediting
agency. Provide a copy of the current license of the facility and accreditation designation.
e Full accreditation by DNV-GL Healthcare; Effective: 2/27/2017 - 2/27/2020 (see
Attachment Orderly Development D1 for accreditation letter and certificate)

2) For existing providers, please provide a copy of the most recent statement of deficiencies/plan
of correction and document that all deficiencies/findings have been corrected by providing a letter
from the appropriate agency.

e See Attachment Orderly Development D1 for accreditation letter and certificate

3) Document and explain inspections within the last three survey cycles which have resulted in
any of the following state, federal, or accrediting body actions: suspension of admissions, civil
monetary penalties, notice of 23-day or 90-day termination proceedings from
Medicare/Medicaid/TennCare, revocation/denial of accreditation, or other similar actions.

In March 2016 we received a notice of 23-day termination proceedings related to
inappropriate use of force by a security officer at Methodist North Hospital. The
hospital’s Plan of Correction was accepted by CMS, and the follow-up survey on
4/5/2016 determined we were in full compliance with the Medicare Conditions of
Participation (see Attachment Orderly Development D2 for CMS Letter of
Compliance).

a) Discuss what measures the applicant has or will put in place to avoid similar findings in the
future.
Under the leadership of a newly appointed system director of Environmental Health
and Security, the hospital instituted an ongoing QAPI program for the Security
Department. In addition, policies and procedures, training and competency for
security officers were standardized.

E. Respond to all of the following and for such occurrences, identify, explain and provide
documentation:

1) Has any of the following:

a) Any person(s) or entity with more than 5% ownership (direct or indirect) in the applicant (to
include any entity in the chain of ownership for applicant);

There is no person (s) or entity with more than 5% ownership (direct or indirect) in
the applicant.

b) Any entity in which any person(s) or entity with more than 5% ownership (direct or indirect) in
the applicant (to include any entity in the chain of ownership for applicant) has an ownership
interest of more than 5%; and/or

There is no entity in which any person(s) or entity with more than 5% ownership
(direct or indirect) in the applicant (to include any entity in the chain of ownership for
applicant) has an ownership interest of more than 5%.

¢) Any physician or other provider of health care, or administrator employed by any entity in
which any person(s) or entity with more than 5% ownership in the applicant (to include any
entity in the chain of ownership for applicant) has an ownership interest of more than 5%.

There is no physician or other provider of health care, or administrator employed
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by any entity in which any person(s) or entity with more tham@lggwgaarship in the
applicant (to include any entity in the chain of ownership for applicant) has an
ownership interest of more than 5%.
2) Been subjected to any of the following:
a) Final Order or Judgment in a state licensure action;
There is no Final Order or Judgment in a state licensure action.

b) Criminal fines in cases involving a Federal or State health care offense;

There are no criminal fines in cases involving a Federal or State health care offense.
¢) Civil monetary penalties in cases involving a Federal or State health care offense;

There are no civil monetary penalties in cases involving a Federal or State health care
offense.

d) Administrative monetary penalties in cases involving a Federal or State health care offense;

There are no administrative monetary penalties in cases involving a Federal or State
health care offense.

e) Agreement to pay civil or administrative monetary penalties to the federal government or any
state in cases involving claims related to the provision of health care items and services:
and/or

There is no agreement to pay civil or administrative monetary penaities to the
federal government or any state in cases involving claims related to the provision of
health care items and services.

f) Suspension or termination of participation in Medicare or Medicaid/TennCare programs.

There is no Suspension or termination of participation in Medicare or
Medicaid/TennCare programs.

g) Is presently subject of/to an investigation, regulatory action, or party in any civil or criminal
action of which you are aware.

There is presently no subject of/to an investigation, regulatory action, or party in
any civil or criminal action of which we are aware.

h) Is presently subject to a corporate integrity agreement.
The applicant is not presently subject to a corporate integrity agreement.

F. Outstanding Projects:

1) Complete the following chart by entering information for each applicable outstanding CON by
applicant or share common ownership; and

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
48



SUPPLEMENTAL #1
September 25, 2017
10:09 am

utstanding Proj
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CON Number | Project Name .

N Approved | DueDate | Date Filed Date

CN1503- 008 MH- South ED Expansion 6/24/2015 7/2017 7/13/2017 8/1/2018
and Renovation

CN-1602-009 MH- University Onsite 5/25/2016 8/2017 7/13/2017 7/1/2020

Replacement and
Modernization of Hospital
Campus

* Annual Progress Reports — HSDA Rules require that an Annual Progress Report (APR) be submitted each year.
The APR is due annually until the Final Project Report (FPR) is submitted (FPR is due within 90 ninety days of the
completion and/or implementation of the project). Brief progress status updates are requested as needed. The
project remains outstanding until the FPR is received.

2) Provide a brief description of the current progress, and status of each applicable outstanding
CON.

e CN1503- 008 (MH- South ED Expansion and Renovation) was scheduled in four phases: Phase
1: Helipad relocation; Phase 2: New construction of expanded ED; and Phase 3 & 4: Phased
renovation of existing ED. All Phases are 100% complete. The hospital is working with the
State of Tennessee for final approval this month. The project will be complete August 2017.
The project is within the proposed budget.

e CN-1602-009 (MH- University Onsite Replacement and Modernization of Hospital Campus) is
scheduled in two phases: 1) Renovation of existing hospital and 2) Construction of new tower.
The design for the project is 100% complete. The project is on schedule and within proposed
budget. The overall completion date for the entire project is December 2019.
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1) Do you own, lease, operate, and/or contract with a mobile vendor for a Computed Tomography
scanner (CT), Linear Accelerator, Magnetic Resonance Imaging (MRI), and/or Positron
Emission Tomographer (PET)? _ Yes

2) If yes, have you submitted their registration to HSDA? If you have, what was the date of
submission?_3/30/2017

3) If yes, have you submitted your utilization to Health Services and Development Agency? If you
have, what was the date of submission? 3/30/2017

SECTION B: L E

Please verify that the applicant will report annually using forms prescribed by the Agency concerning
continued need and appropriate quality measures as determined by the Agency pertaining to the certificate
of need, if approved.

The applicant will annually report continued need and appropriate quality measures as the
Agency sees fit.

SECTION C: STATE HEALTH PLAN QUESTIONS

T.C.A. §68-11-1625 requires the Tennessee Department of Health’s Division of Health Planning to develop
and annually update the State Health Plan (found at http://www.tn.gov/health/topic/health-planning ). The
State Health Plan guides the State in the development of health care programs and policies and in the
allocation of health care resources in the State, including the Certificate of Need program. The 5 Principles
for Achieving Better Health are from the State Health Plan’s framework and inform the Certificate of Need
program and its standards and criteria.

Discuss how the proposed project will relate to the 5 Principles for Achieving Better Health found in the
State Health Plan.

A. The purpose of the State Health Plan is to improve the health of the people of Tennessee.
This project involves relocating already existing licensed beds in the same
county within the same hospital system. Methodist has improved the health of
the community with these beds for over 40 years and wants to continue to do
so.

B. People in Tennessee should have access to health care and the conditions to achieve optimal health.
By relocating these beds, Methodist will be able to utilize a space that is attached to our
facility but is contained as a singular space. There is a covered entrance and close
parking as well as easy access for support services such as EVS, Security, Food and
Nutrition. The unit will continue to be connected to a general hospital to serve additional
medical needs. Methodist also has a strong referral network that is able to connect
patients to other providers so that they can achieve optimal health and continued care.

C. Health resources in Tennessee, including health care, should be developed to address the health of
people in Tennessee while encouraging economic efficiencies.

Methodist continues to encourage economic efficiencies with the patients that they

current see and will continue to do so if this application is approved. This project was

the more cost effective location and less disruptive option for the relocation. The
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proposed location is attached to the main hospital but contgapietfidpasanongce.

The secured, controlled access makes it an optimal setting fq[d}wgmtric services to
ensure privacy and security. Renovations on the North campus were less extensive

since it is a separate space.

D. People in Tennessee should have confidence that the quality of health care is continually monitored
and standards are adhered to by providers.

The applicant’s 34 psychiatric beds have been in operation for over 40 years. The
longevity of this unit and program is evidence that this facility provides high quality
healthcare and its standards are monitored on an ongoing basis. The applicant
provides a quality improvement program that includes outcomes and process
monitoring systems and currently reports all quality metrics to DNV. The applicant
is engaged in reporting this data on an ongoing and regular basis.

E. The state should support the development, recruitment, and retention of a sufficient and quality health
workforce.
Methodist Healthcare has clinical affiliation agreements with multiple colleges

including twenty-three for nursing, thirty for rehabilitation service professionals
(physical therapy, speech therapy, and audiology), three for pharmacy, and nineteen
for other allied health professionals including paramedics, laboratory, respiratory
therapy, radiation therapy technicians. These affiliations represent the dedication
that Methodist has to supporting the efforts of developing, recruiting, and retaining
sufficient and quality associates.
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Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper that includes a copy of the
publication as proof of the publication of the letter of intent.

NOTIFICATION REQUIREMENTS
(Applies only to Nonresidential Substitution-Based Treatment Centers for Opiate Addiction)

Note that T.C.A. §68-11-1607(c)(9)(A) states that “...Within ten (10) days of the filing of an application
for a nonresidential substitution-based treatment center for opiate addiction with the agency, the
applicant shall send a notice to the county mayor of the county in which the facility is proposed to be
located, the state representative and senator representing the house district and senate district in which
the facility is proposed to be located, and to the mayor of the municipality, if the facility is proposed to
be located within the corporate boundaries of a municipality, by certified mail, return receipt requested,
informing such officials that an application for a nonresidential substitution-based treatment center for
opiate addiction has been filed with the agency by the applicant.”

Failure to provide the notifications described above within the required statutory timeframe will result in
the voiding of the CON application.

Please provide documentation of these notifications.

DEVELOPMENT SCHEDULE

T.C.A. §68-11-1609(c) provides that a Certificate of Need is valid for a period not to exceed three
(3) years (for hospital projects) or two (2) years (for all other projects) from the date of its
issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause
shown. Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of
Need for a period upon application and good cause shown, accompanied by a non-refundable
reasonable filing fee, as prescribed by rule. A Certificate of Need which has been extended
shall expire at the end of the extended time period. The decision whether to grant such an
extension is within the sole discretion of the Agency, and is not subject to review,
reconsideration, or appeal.

1. Complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each
phase.

See the Project Completion Forecast Chart on the following page.

2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph,
please state below any request for an extended schedule and document the “good cause”
for such an extension.

Not applicable
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Pl

.,

oy,
Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the date
listed in Item 1. below, indicate the number of days from the HSDA decision date to each phase
of the completion forecast.

Days Anticipated Date
Phase Required [Month/Year]
12/2017
1. Initial HSDA decision date
30 1/2018
2. Architectural and engineering contract signed
60 7/2018
3. Construction documents approved by the Tennessee
Department of Health
15 7/2018
4. Construction contract signed
15 8/2018
5. Building permit secured
NA NA
6. Site preparation completed
180 total 12/2018
7. Building construction commenced
S0 2/2019
8. Construction 40% complete
160 5/2019
9. Construction 80% complete
180 6/2019
10. Construction 100% complete (approved for occupancy
30 7/2019
11. *Issuance of License
30 7/2019
12. *Issuance of Service
1 9/2019
13. Final Architectural Certification of Payment
1 9/2019
14. Final Project Report Form submitted (Form HR0055)

*For projects that DO NOT involve construction or renovation, complete Items 11 & 12 only.

NOTE: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date
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STATE OF TENNESSEE

COUNTY OF SHELBY

NAME OF FACILITY: METHODIST HEALTHCARE - MEMPHIS HOSPITALS, DBA
METHODIST NORTH HOSPITAL

I, FLORENCE JONES, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,
accurate, and complete.

Fotarls gty it

Signature/T iﬂ%

Sworn to and subscribed before me, a Notary Public, this the .-25 day of 5@-%9)&?20 [ 7

witness my hand at office in the County of Shelby, State of Tennessee.

k‘/ 74--‘72’(335} ((f//‘(};ﬁ?L( _

NOTARY IE’FBLIC

My commission expires My Commission Expires January 20, 2019

HF-0043

Revised 7/02
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1. Section A. Executive Summary, A. Overview, Description (1) Page 2

The applicant notes the project will add 34 licensed beds equaling 11 private
and 22 semi-private beds to the Methodist North campus. However, the
private and semi-private beds total 33, not 34. Please clarify.

Please see corrected page 2 in Attachment A. This is a typo. This
application is for 10 private and 24 semi-private beds totaling 34 psychiatric
beds. Please see Attachment A:6B-2 for the Floor Plans submitted with the
original application for the configuration and attached again for reference as
part of Attachment A.

Please indicate the number of semi-private and private rooms at the current 34
bed psychiatric unit.

The current unit on the Methodist University campus has the same mix of
private and semi-private beds with 10 private and 24 semi-private. This is a
relocation of all existing services as currently configured.

Where were the psych beds proposed to relocate in CN1602-009? How will
that space be utilized now?

Methodist originally planned to relocate the 34-bed psychiatric unit to
twelfth and thirteenth floors in the Thomas building on the Methodist
University campus as documented in CN1602-009. As noted throughout this
application, the location on the Methodist North campus is a better footprint
for the psychiatric environment of care. The space on the Methodist
University campus will be converted into administrative offices and
expansion of research space. As noted in CN1602-009, the older buildings
on the Methodist University campus present challenges to the patient
experience and the patient and family approach to care. The Thomas wing
was originally built in 1966 and recent plans propose to repurpose the
building for non-clinical departments.

2. Section A. Executive Summary, A. Overview, Project Cost (5) Page 3

The applicant notes the estimated project cost is $2,292,551. However, the
Project Cost Chart lists the cost as $2,295,000. Please clarify.

Please see corrected page 3 in Attachment B. This is a typo. The correct total
Project Cost is $2,295,000.
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3. Section A. Executive Summary, B. Rationale for Approval, (1) Need Page 4

The applicant references the Crisis Assessment Center. Please describe the
Crisis Assessment Center and what entity operates it.

The Crisis Assessment Center is operated by Alliance Healthcare Services.
The Crisis Center provides a 24/7 crisis intervention hotline and referral,
including mobile crisis assessment services, crisis respite services and crisis
stabilization services. The Crisis Center provides pre-screening for mental
health services, mobile crisis team and emergency outpatient clinic for
residents of Shelby County ages 18 and over. Please see Attachment C for a
statewide map of Crisis Services posted by the Tennessee Department of
Mental Health and Substance Abuse Services.

Also see a Letter of Support from Alliance Healthcare Services in
Attachment G.

Since the majority of the patients served are under Age 65, please explain in
more detail how SPMI patients who are psychiatrically disabled adults qualify
for Medicare.

Medicare is available for certain people with disabilities who are under age
65. Medicare coverage and full benefits are the same for people who qualify
based on disability as well as those who qualify based on their age.
Coverage includes any hospital, nursing home, home health, physician and
community-based services. People with dementia, mental illness, and other
long term and chronic conditions are covered under Medicare not by age,
but by disability. SPMI is considered to be a mental health disability and is
covered under Medicare.

4. Section A. Executive Summary, B. Rationale for Approval, (2) Economic
Feasibility, Page 4

The applicant notes the proposed beds will be licensed by the DNV. What
does the acronym DNV represent?

DNV stands for Det Norske Veritas. Please see the description below from
their website (http://dnvglhealthcare.com/accreditations/hospital-
accreditation).

“The requirements of the DNV GL - International Healthcare Accreditation
are based upon those in our NIAHO® standards that have been approved by
the US Government's Centers for Medicare and Medicaid (CMS).The
International requirements have been adapted so as to have applicability
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internationally, with sensitivity to local laws, practices and regulations, and
have been accredited by ISQua. Our approach integrates proven quality and
tisk management principles with specific clinical and physical environment
requirements.”

5. Section A, Project Details, Item 10 Bed Complement Data Page 9
With respect to the design of the patient rooms, what is the AIA recommended
patient room size for the psychiatric unit and how does it compare to room

size at the existing hospital and the proposed site?

The 2010 edition of Guidelines for Design and Construction of Healthcare
Facilities 2.5-2.2.2.2 currently enforced by State of Tennessee states:

“(1) Patient rooms shall have a minimum clear floor area of 100 square feet
(9.29 square meters) for single bed rooms and 80 square feet (7.43 square
meters) per bed for multiple-bed rooms.”

The room sizes at Methodist University and those proposed at Methodist
North exceed these minimum guidelines.

The rooms currently in operation at Methodist University are 171 square feet
(sf) for private rooms (single bed) and 209 sf per room (or approximately 105
sf per bed) for semi-private.

Much of the room configuration in the proposed building at Methodist
North was kept intact to control renovation cost, therefore, there are two
proposed room sizes for private rooms. Seven private rooms are 149 sf and
three private rooms are 227 sf. The smaller private rooms are still 1.5 times
the recommended floor area. The semi-private rooms are 227 sf per room (ot
approximately 114 sf per bed). The room sizes meet and exceed the
recommendations.

Please indicate what the biomed (647 SF) and classroom (878 SF) renovation
relates to the proposed project.

The biomed and classroom relocations and renovations are part of the
project to col-locate the psychiatric administrative offices with the patient
care area and ensure patient security and privacy. The classroom space is
currently located in the area being renovated for the psychiatric unit. The
classroom will be relocated (as noted in the floor plans filed with application
and also Attachment A in this response) outside the patient care area to
allow the area to be adjacent to the behavioral health unit. The classroom
will move to the existing biomed location to minimize crossing of
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public/staff circulation with the behavioral health patients’ circulation from
the dedicated entry. Biomed will be located off the corridor to the unit.

According to the 2015 JAR, Methodist North operated at 61.9%. With 246
licensed beds that would mean on average there are 93 empty beds in the
hospital. Please explain why the 34 psych. beds could not be absorbed into the
existing licensed bed complement without adding licensed beds to the
hospital.

The 2015 occupancy percentage calculated above does not include effective
patient in-bed days. The calculation from the Joint Annual Report (JAR)
shows that Methodist North operated at 61.9% of licensed beds. This
calculation uses 55,560 inpatient bed days only.

Inpatient beds are also occupied by observation patients (5,592 observation
days) and patients for partial days during admission or discharge processes
(10,688 discharges). Depending on time of day patients arrive and time of
day they depart, they are effectively using more than the counted patient
days. Actual effective patient in-bed days are higher. The effective patient
in-bed days are 71,840 (55,560 + 5,592 + 10,688) or 80% occupancy of licensed
beds.

In addition to patients in the bed, there are additional factors that constrain
capacity such as bed turnover, room cleaning and room repairs which take
beds out of service for part of all of a day. Factoring in additional bed
turnover raises the effective occupancy for the licensed beds at North to 85%
and over 90% for staffed beds.

The higher effective occupancy rates presented above are annual averages
which also do not account for seasonal spikes during busy flu and
respiratory periods or busier days of the week for scheduled surgeries and
procedures. Methodist does not think it is operationally prudent to absorb
the 34-bed psych unit into the existing 246 licensed beds at Methodist North.
Methodist proposes to maintain the total 246 licensed beds for the existing
patient complement, and add the 34 transferred licensed beds for the mental
health patients. As noted previously in the application, this does not add
beds to the market or change the total Methodist Healthcare - Memphis
Hospital license.
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6. Section B. Need, Item 1 (Project Specific Criteria)

Please address questions 2 (a) and 2 (b) of the criteria for the Construction,
Renovation, Expansion, and Replacement of Health Care Institutions.

Construction, Renovation, Expansion, and Replacement of Health Care

Institutions:

2. For the relocation or replacement of an existing licensed health care

institution:

a) The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and weakness of
each alternative.

b) The applicant should demonstrate that there is an acceptable existing or
projected future demand for the proposed project.

The applicant is presenting justification for relocation a) and b) in this
response.

Currently, Methodist University Hospital is undergoing a
modernization plan approved by CN1602-009. The demolition of the
Crews building - where the psychiatric unit is housed - will force the
relocation of the program and beds. With the approval and plans for
the University campus, there is not a renovation option where the beds
are housed in the Crew wing,.

Methodist is committed to maintaining psychiatric inpatient services
for the community, new locations were considered. The possibilities
were narrowed to the Methodist University campus in Thomas Wing,
and the Methodist North campus. This project was the more cost
effective location and less disruptive option for the relocation. The
proposed location is attached to the main hospital but contained as
singular space; it has a covered entrance and close parking. The
building is isolated from the rest of the general hospital with a
separate entrance. The secured, controlled access makes it an optimal
setting for psychiatric services to ensure privacy and

The choice to relocate the 34 beds to a hospital within the same system,
only 13.7 miles away, allows Methodist to serve the same community
with the same resources. The full program including equipment, staff,
and physicians will be relocated simultaneously.

The majority of patients admitted to the Methodist psychiatric unit
are SPMI patients who are psychiatrically disabled adults with
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Medicare coverage. Methodist will continue to serve chl?onic, SPMI

patients in this unit with onsite acute medical services to treat
comorbid medical conditions. Projections show the composition of
the population and mix of populations served will not change.

Methodist Healthcare-Memphis Hospitals Psychiatry
Utilization and Occupancy

2014 | 2015 | 2016 | | 2020 | 2021
Discharges 441 388 370 | | 337 375
Days 8467 | 7791 | 7336 | | 6640 | 7388
Average Daily Census 2320 | 21.35 | 20.04 | | 18.19 | 20.24
Occupancy Rate 68% | 63% | 59% | | 54% | 60%

Methodist currently plays an active role in the psychiatric continuum
of care in the service area with positive relationships with referral
sources. The majority of the applicant’s patients arrive during crisis by
ambulance or as direct referrals from the Crisis Assessment Center.
This relocation maintains positive referral relationships in an
improved location.

7. Section B, Need, Item C, Page 20

The Historical and Projected utilization by county residents are noted.
However, it appears the two tables total 371 and 337, respectively. Please
clarify.

In the charts filed with the original application, there was a typo for the
Other States line which created an additional rounding error in the
Projected Year. Please see charts below which are corrected for this
rounding. The original charts showed correct total patients served in 2016 as
370 and Projected Year 1 (2020) as 337.

Historical Historica Projected Projected
(2016) 1 (Year 1-2020) (Year 1)
Utilization- (2016) Utilization- | % of total
County Residents| % of total County Residents|
Shelby County 313 85% 285 85%
Other TN Counties 24 6% 22 6%
Other AR Counties 14 4% 13 4%
Other MS Counties 11 3% 10 3%
Other States 8 2% 4 2%
Total 370 100% 337 100%
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8. Section B, Need, Item D (*1)

The demographic variable/geographic area table is noted. However, please
revise the table to reflect the years 2017 and 2021 and submit a revised page.

Please see Attachment D for the revised (renumbered to page 26 as noted
below) with the demographic / geographic area table.

The page that contains the demographic variable/geographic area table is
labeled as page 12. It appears the application has several duplicative page
numbers and is not numbered in order. Please clarify.

Please see Attachment E which includes the full reprinted original
application with attachments. The applicant copied the template from the
HSDA website, but must have reset page numbers with insertions and
formatting before printing. The duplicative page numbers have been
corrected. The revised pages attached for other supplemental responses
have been inserted in this copy as well for convenience and denoted with an
‘R’.

Please clarify the target population age range.

The applicant’s target population includes ages 18 years of age and up due
to the SPMI disabled population plus the Medicare population served
currently. There is no projected change in the patient population served.

9. Section B, Need, Item F

Patient days at the psychiatric unit declined from 8,467 in 2014 to 7,336 in
2016, or 13.4% or an average annual decrease of 6.7%. With that historical
decline please explain why the applicant’s unit will not expect to experience

this level of decline in the future years versus its projection of being back at
2016 levels by 2021.

Methodist currently plays an active role in the psychiatric continuum of
care in the service area with positive relationships with referral sources. The
majority of the applicant’s patients arrive during crisis by ambulance or as
direct referrals from the Crisis Assessment Center. This relocation
maintains positive referral relationships in an improved location.

Additional, forecast models provided by external vendor for the Shelby
County psychiatric inpatient market were used to validate overall market
volumes used in assumptions for projections. Psychiatric days are
projected in the vendor supplied model to increase by 8% over the five year
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period (2016-21). Methodist projects no change in market share.

Methodist’s knowledge of their role in the market and the projections
validated by external sources led planners to project a stabilization of
inpatient volumes in year 2 of the project.

Methodist Healthcare-Memphis Hospitals Psychiatry
Utilization and Occupancy

2014 | 2015 | 2016 | | 2020 | 2021
Discharges 441 388 | 370 | | 337 | 375
Days 8467 | 7791 | 7336 6640 | 7388
Average Daily Census 2320 | 21.35 | 20.04 | | 18.19 | 20.24
Occupancy Rate 68% | 63% | 59% | | 54% | 60%

Section B., Economic Feasibility Item C. ( Historical Data Chart)

Historical Data Chart (Project Only) ~ The Year 2016 net income of $484 on
page 2 of the Historical Data Chart (project only) is noted. However, it
appears the amount listed should be ($484). Please clarify.

Please see corrected page 34 (renumbered as previously noted) in
Attachment F. This is a typo.

Section B., Economic Feasibility Item F. (3) Capitalization Ratio

It is noted the Capitalization Ratio for MLH 2016 audited financial statement is
0.26. Please provide an explanation how this figure was computed using the
formula in the application.

The formula for the Capitalization Ratio applied to Methodist Le Bonheur

Healthcare 2016 Audited Financial States is below. The decimal place was
incorrectly reported in the original application.

(Long-term debt/(Long-term debt + Total Equity (Net assets)) x 100).
($507,432,000 / ($507,432,000 + $1,442,854,000) X 100) = 26

Section B., Economic Feasibility Item H. Staffing Page 28

Please explain why the projected staffing for the relocated unit is expected to
decline from current levels.
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As noted in the original application, Methodist staffs on a Bexible staffing

model based on the psychiatric unit’s census. Year 1 projections as stated in
the originally filed application and shown below for convenience reflect a
slight disruption in service due to the relocation of the unit. Year 2 volumes
stabilize and there is no expected decline in staffing with continued
volumes.

Methodist Healthcare-Memphis Hospitals Psychiatry Utilization

and Occupancy
2014 | 2015 | 2016 | | 2020 | 2021
Discharges 441 388 370 | | 337 | 375
Days 8467 | 7791 | 7336 | | 6640 | 7388
Average Daily Census 23.20 | 21.35 | 20.04 | | 18.19 | 20.24
Occupancy Rate 68% | 63% | 59% | | 54% | 60%

Assumptions for Year 1
10% Utilization reduction in Year 1 due to slight disruption relocating unit.

Assumptions for Year 2
11% Utilization rebound in Year 2 as services stabilize and continue existing

referral patterns and admission processes.

13. Section B: Contribution to the Orderly Development of Health Care, Section
B: Quality Measures, Section C: State Health Plan Questions, Project
Completion Forecast Chart

It is noted the applicant only addressed Item A. in Section B: Contribution to
the Orderly Development of Health Care and did not address the remaining
sections of the application. Please totally address the following application
sections numbering each page and submit:

Section B: Contribution to the Orderly Development of Health Care
Section B: Quality Measures

State Health Plan Questions

Project Completion Forecast Chart

Please see Attachment E which includes the full reprinted original
application with attachments. The applicant copied the template from the
HSDA website, but must have reset page numbers with insertions and
formatting before printing. The page numbering error created printing
errors for the final section of the application. The missing pages were
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submitted in a supplemental response dated September 22 2817 The pages
are included in Attachment E.

14. Section B. Quality Measures

Please discuss the applicant’'s commitment to the proposal in meeting
appropriate quality standards by addressing each of the following factors:

(a) Whether the applicant commits to maintaining an actual payor mix that is
comparable to the payor mix projected in its CON application, particularly as it
relates to Medicare, TennCare/Medicaid, Charity Care, and the Medically
Indigent;

The applicant commits to maintaining a payor mix that is comparable to
projections in the application. This project is the relocation of existing service
with well-established referral patterns and recognized role in the regional
psychiatric care continuum. Methodist is committed to serving the same
patient population in this new location.

(b) Whether the applicant commits to maintaining staffing comparable to the
staffing chart presented in its CON application;

The applicant commits to maintaining staffing comparable to the staffing
proposed in the application. As noted in the application, Methodist plans to
relocate all staff with the beds. A flexible staffing model is currently used
which is based on the unit’s census. The same model will remain intact at the
new location.

(c) Whether the applicant will obtain and maintain all applicable state licenses in
good standing;

The applicant will maintain all applicable state licenses in good standing,

(d) Whether the applicant will obtain and maintain TennCare and Medicare
certification(s), if participation in such programs was indicated in the
application;

The applicant will maintain TennCare and Medicare certifications.

(e) Whether an existing healthcare institution applying for a CON has maintained
substantial compliance with applicable federal and state regulation for the three
years prior to the CON application. In the event of non-compliance, the nature
of non-compliance and corrective action shall be considered;
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As noted in the original application, in March 2016 we received gmotice of 23-
day termination proceedings related to inappropriate use of force by a security
officer at Methodist North Hospital. The hospital’s Plan of Correction was
accepted by CMS, and the follow-up survey on 4/5/2016 determined we were in
full compliance with the Medicare Conditions of Participation. Under the
leadership of a newly appointed system director of Environmental Health &
Security, the hospital instituted an ongoing QAPI program for the Security
Department. In addition, policies and procedures, training and competency
for security officers were standardized.

(f) Whether an existing health care institution applying for a CON has been
decertified within the prior three years. This provision shall not apply if a new,
unrelated owner applies for a CON related to a previously decertified facility;

Not applicable. The applicant has maintained full accreditation for the last
three years. Methodist recently switched from Joint Commission accreditation
to DNV (Det Norske Veritas) accreditation.

(g) Whether the applicant will participate, within 2 years of implementation of the
project, in self-assessment and external peer assessment processes used by
health care organizations to accurately assess their level of performance in
relation to established standards and to implement ways to continuously
improve.

1. This may include accreditation by any organization approved by Center
for Medicare and Medicaid Services (CMS) and other nationally
recognized programs. The Joint Commission or its successor would be
acceptable if applicable.

The applicant is fully accredited by DNV. Methodist provides a
quality improvement program that includes outcomes and process
monitoring systems and currently reports all quality metrics to DNV,
The DNV accreditation process is an annual review and assessment
process.

(q) For Inpatient Psychiatric projects:

1. Whether the applicant has demonstrated appropriate accommodations
for patients (e.g., for seclusion/restraint of patients who present
management problems and children who need quiet space; proper
sleeping and bathing arrangements for all patients), adequate staffing (i.e.,
that each unit will be staffed with at least two direct patient care staff, one
of which shall be a nurse, at all times), and how the proposed staffing plan
will lead to quality care of the patient population served by the project;
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The applicant is in compliance with the appropriate rules of the TDH
and the TDMHSAS for accommodations including two restraint beds
available when and if needed. The restraint beds are in separate
rooms and will continue to be monitored in a one to one patient to
staff ratio.

Additionally, Methodist proposes a dedicated men’s and women’s
wing to ensure appropriate accommodations by gender. The applicant
does not discriminate against different cultures or populations of
people. The applicant maintains that they have a multi-diverse staff
that aligns with the community.

Methodist plans on relocating all staff with these beds and services to
the proposed location. The clinical / direct patient care staff for this
project is currently employed by Methodist with the staffing patterns as
noted below. There will be no changes to staffing patterns with this
project. Methodist utilizes flexible staffing model based on the
psychiatric unit’s census as shown below with 12-hour RN shifts.

Number of Nursing Personnel
Shift RN Aides Other
5
(12 hour
Day shift) 2 4
Evening 1 4
3 (12 hour
Night shift) 1
RN Duty Roster
MON
Shift SUN | -FRI | SAT
Day (12 hour shift) 3 5 3
Evening 1
Night (12 hour shift) 3 3 3

2. Whether the applicant has documented its existing or proposed plan for
data reporting, quality improvement, and outcome and process
monitoring system; and
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The applicant provides a quality improvement program that includes

outcomes and process monitoring systems and currently reports all
quality metrics to DNV. The applicant is engaged in reporting this
data on an ongoing and regular basis.

3. Whether an applicant that owns or administers other psychiatric facilities
has provided information on satisfactory surveys and quality
improvement programs at those facilities.

Not applicable. The applicant does not own or administer other
psychiatric facilities.

Please see Applicant supplied Letters of Support from Alliance Healthcare Services
and Lakeside Behavioral Health Systems in addition to the responses above as
Attachment G. Please note these Letters of Support in the consideration of the
Request for Consent Calendar.



SUPPLEMENTAL #1

Part Two
September 26, 2017
1:24 pm

ATTACHMENT A



SUPPLEMENTAL #1

3. SECTIONA: ECU RY =
. Part Two
A. Overview September 26, 2017
Please provide an overview not to exceed three pages in total explgfﬁﬂgpégch numbered
point.

1) Description — Address the establishment of a health care institution, initiation of health
services, bed complement changes, and/or how this project relates to any other
outstanding but unimplemented certificates of need held by the applicant:

e The project is to relocate Methodist Healthcare-Memphls Hospitals’ existing
34-bed inpatient psychiatric unit from Methodist University Hospital (Shelby
County) to Methodist North Hospital (Shelby County).

e Currently, Methodist University Hospital is undergoing a modernization plan
approved by CN1602-009. A vital part of that project plan is the demolition of
the Crews building — where the psychiatric unit is housed - at the corner of
Union Avenue and Bellevue Boulevard to improve circulation around the
campus as well as increase the visibility of the main hospital entrance.

e This is a proposed transfer of psychiatric hospital beds within the Methodist
Healthcare—Memphls Hospitals (“Methodist”) system in Shelby County, with
no net increase of beds in the county. Methodist has a single license for all
five of its Shelby County hospitals; its total licensed acute care bed
complement of 1,593 beds will not change.

» The project will add 34 licensed beds — 10 private and 24 semi-private - to
Methodist North Hospital increasing licensed beds from 246 to 280.
Simultaneously, Methodist will close 34 licensed beds at Methodist University
Hospital decreasing licensed beds from 617 to 583.

- e This project has been meticulously considered and planned. Consideration
was given to keeping the 34-bed unit on the Methodist University Hospital
campus as originally planned in CN1602-009. However after further analysis,
it was determined the Methodist North campus was the optimal location.

e The project will renovate almost 19,000 square feet of space — which is 3,000
square feet more than the unit currently occupies - on the Methodist North
campus. The proposed location is a separate building attached to the main
hospital but contained as singular space with a separate entrance. The
secured, controlled access makes it an improved setting for the Methodist
psychiatric services to ensure privacy and security.

* The proposed location currently houses medical-surgical beds. This unit will
be relocated to the fourth and fifth floors of the Methodist North hospital
which is currently configured for medical-surgical beds.

2) Ownership structure;

e The applicant, owner, and licensee, Methodist Healthcare—-Memphis Hospitals
(Methodist), is a not-for-profit corporation that operates five Shelby County
hospitals under a single license. The applicant is a wholly-owned subsidiary
of a broader parent organization, Methodist Healthcare, which is a not-for-
profit corporation with ownership and operating interests in healthcare
facilities in West Tennessee, North Mississippi and East Arkansas.

3) Service area;
o Shelby County is the primary service area for this project.
* The largest city in Shelby County is Memphis, Tennessee which is the location

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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of this project. The behavioral health service area for ﬁéfl"\%g%t%%g" ;‘,‘%{‘ AL #1

change with the relocation of the beds within the Memiphisicify\imits.

4) Existing similar service providers: September 26, 2017
e The service area contains other psychiatric inpatient fﬁﬂ&%cluding Delta
Medical Center, Crestwyn Behavioral Health Hospital, Lakeside Behavioral
Health System, St. Francis Hospital — Park and Memphis Mental Health

Institute (MMHI).

e Four of the Shelby County facilities reported 590 licensed psychiatric beds
between 2013 and 2015 with overall average occupancy of 67%, 64% and 71%
respectively.

e Crestwyn Behavioral Health Hospital opened in April 2015 transferring 60
beds from two existing Shelby County facilities (Delta 20 beds and St. Francis
40 beds) with no net bed increase in the service area. There is no Joint
Annual report published yet for this facility and is therefore not included in
reported market statistics.

5) Project cost
* The estimated project cost is $2,295,000 which includes $1,384,375 in
construction costs.

6) Funding;
e The project will be funded in cash by the applicant’s parent company,
Methodist Le Bonheur Healthcare. Methodist is, and will remain, financially
viable. '

7) Financial Feasibility including when the proposal will realize a positive financial
margin; and

o The projections in this application show the Hospital and psychiatric

inpatient service will remain financially viable with breakeven by year 1

(2020). Methodist North Hospital is an integral part of Methodist Healthcare-

Memphis Hospitals currently with 246 of the total 1,593 licensed beds. This

investment will contribute to the long term viability and sustainability of the
campus.

8) Staffing
* The applicant projects a total of 27.91 associated in the project’s first full
calendar year of operation. All current staff will be relocated along with the
beds and service to the proposed location. FTEs are not added with this
project.

B. i rov

A certificate of need can only be granted when a project is necessary to provide needed
health care in the area to be served, can be economically accomplished and maintained,
will provide health care that meets appropriate quality standards, and will contribute to the
orderly development of adequate and effective health care in the service area. This
section should provide rationale for each criterion using the data and information points
provided in Section B. of this application. Please summarize in one page or less each of
the criteria;

1) Need,;
e This application requests the relocation of Methodist’s existing 34-bed

psychiatric inpatient unit from Methodist University Hospital to Methodist
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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Mental Health &

Mobile Crisis Teams

Frontier Health

Cherokee Health Systems
Ridgeview Psychiatric Hospital & Center
Helen Ross McNabb
Volunteer Behavioral Health
Mental Health Cooperative
Centerstone Community MHC
Carey Counseling Center
Quinco Community MHC
Pathways of Tennessee
Professional Care Services

Alliance Healthcare Services

Crisis Stabilization Units/Walk-in

Center
_M_ Frontier Health
_M_ Cherokee Health Systems
_M_ Helen Ross McNabb Center
m_ Volunteer Behavioral Health Chattanooga
_M_ Volunteer Behavioral Health Cookeville
_M_ Mental Health Co-Operative

H Pathways of Tennessee
n Alliance Healthcare Services

Regional Mental Health Institutes

@ Moccasin Bend Mental Health Institute
@ Middle Tennessee Mental Health Institute
@ Western Mental Health Institute

@ Memphis Mental Health Institute
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Respite Services

0 Frontier Health

0 Volunteer Behavioral Health
0 Mental Health Co-operative
0 Alliance Healthcare Services

Medically Monitored Withdrawal

Helen Ross McNabb

CADAS

Buffalo Valley

Pathways

Alliance Healthcare Services
Frontier

Volunteer
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D. 1). a) Describe the demographics of the population to be served by ”@é’ﬁﬂ?ﬁ%‘er 25. 2017
y

b) Using current and projected population data from the Deparﬂﬂiﬂp@'ﬂealth, the most
recent enrollee data from the Bureau of TennCare, and demographic information from
the US Census Bureau, complete the following table and include data for each county in
your proposed service area.

Projected Population Data: http://www.tn.gov/health/article/statistics-population

TennCare Enrollment Data: http://www.tn.qov/tenncare/topic/enrollment-data

Census Bureau Fact Finder: http:/factfinder.census.gov/faces/nav/jsf/pages/index.xhtm|

Department of Health/Health Statistics Bureau of the Census TennCare
s e
Demographic £ = e = e |T _
Variable/Geographic | € .8 |% sE s< s |83 s |2 < ® 5
gaptiele 153 15 183 |88 |3 |B; |22 | B |.@ b
A= S |8F |3 |35 |3 |2 (3% S |le|ze szt 2t
= 3 - h4 -
35 |33 |3, |€2 |&% |&pTgy ¥ |3B |51 338 THITL
ad (&8 |08 |5E 8 Y BS|8%° 5 |§2 |5€ |sEE|8e |(8&c
55 |§¢ |8=|BE (5% |Ec|Ess| g |35 |2% |BEo|e% |fes
> a o |[Fo o roifase = |2 (&8 25| 2a eae
Shelby County 964,804 | 986,423 | 2.24% | 716,092 | 732,768 |2.33%|74.29%| 34.6 |46,224| 196,471 | 20.60% | 281,655 | 29.19%
Service Area Total | 264804 | 9864423 | 2.24% | 716,092 | 732,768 |2.33%74.29%| 34.6 (46,224 196,471 | 20.60% | 281,655 | 29.19%
State of TN Total |5887572(7/179,512| 4.24% [5,114,6575,555,1858.61%)74.38%| 38.0 (45,2181,117,594] 16.59% |1,559,208| 22.63%

* Target Population is population that project will primarily serve. For example, nursing home, home health
agency, hospice agency projects typically primarily serve the Age 65+ population; projects for child and
adolescent psychiatric services will serve the Population Ages 0-19. Projected Year is defined in select
service-specific criteria and standards. If Projected Year is not defined, default should be four years from
current year, e.q., if Current Year is 2016, then default Projected Year is 2020.

2) Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into
consideration the special needs of the service area population.

The applicant intends to focus on the psychiatric and medical needs of low-income,
Medicare, and self-pay patients. Shelby County’s population is made up of
approximately 55% minorities; approximately 27% people aged 55+ and approximately
51% female. Methodist aims to serve any and all special needs of the proposed
service area. Methodist serves the adult SPMI patient population which is a large
Medicare psychiatrically disabled population. The patients that Methodist serves aiso
tend to be noncompliant and are admitted on both a voluntary and non-voluntary
basis. The applicant also cares for chronic and acute patients with comorbid medical
condition that require a longer time to stabilize.

E. Describe the existing and approved but unimplemented services of similar healthcare providers
in the service area. Include utilization and/or occupancy trends for each of the most recent three
years of data available for this type of project. List each provider and its utilization and/or
occupancy individually. Inpatient bed projects must include the following data: Admissions or
discharges, patient days, average length of stay, and occupancy. Other projects should use the
most appropriate measures, e.g., cases, procedures, visits, admissions, etc. This doesn’t apply

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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September 27, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Building
502 Deaderick Street, 9
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Healthcare--Memphis Hospitals dba Methodist North Hospital filed
CN1709-029 to relocate Methodist’s psychiatric unit on September 15, 2017.
Please see responses to the second set of Supplemental questions received
September 26, 2017 including additional copies or previous cover letters and
affidavits that can be pulled and filed with copies already sent.

Enclosed in triplicate is the supplemental response. Please let us know if you
have any questions or need additional information.

Sincerely,

Couat WiioluA T

Carol Weidenhoffer
Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue » Memphis, Tennessee 38104-6638 » 901-726-2300 » www.methodisthealth.org
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AFFIDAVIT &
[}

STATE OF TENNESSEE

COUNTY OF SHELBY

NAME OF FACILITY:
Methodist Healthcare — Memphis Hospitals dba Methodist North Hospital

|, FLORENCE JONES, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

7
Sig

Sworn to and subscribed before me, a Notary Public, this theoz [ day of Y 4 ')0‘/ , 20 / '7
witness my hand at office in the County of 5 h € / 6 / , State of Tennessee.

awey /K(M-c

NQTARY/PUBLIC
My Commission Expire January 20, 2019

My commission expires

HF-0043

Revised 7/02
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METHODIST HEALTHCARE—
MEMPHIS HOSPITALS

SUPPLEMENTAL RESPONSE #2
CN1709-029

METHODIST NORTH HOSPITAL
PSYCHIATRIC UNIT
RELOCATION

MEMPHIS, SHELBY COUNTY

Filed September 2017
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1. Affidavit and Cover Letter

In the filing of additional information by the applicant dated September 22,
2017 it is noted HSDA receive only one copy of the Methodist Healthcare
cover letter and affidavit. Please provide two copies each of the letter and
affidavit per agency rule.

Please see Attachment A for additional copies of the cover letters and
affidavits dated September 15, 2017 and submitted with the original
application plus those submitted with the September 22, 2017 and
September 25, 2017 supplemental responses. This was an oversight.

2. Section B., Orderly Development, Item D

The Department of Health license for Methodist Healthcare-Memphis
Hospitals located at 1265 Union Avenue, Memphis, TN is noted in Attachment
B: Orderly Development D. Please clarify if the license includes the proposed
application site of 3960 New Covington Pike, Memphis, TN 38128.

Please see Attachment B for the revised Methodist Healthcare - Memphis
Hospitals’ license effective through September 14, 2018 which was received
earlier this week.

The applicant, owner, and licensee, Methodist Healthcare-Memphis
Hospitals, is a not-for-profit corporation that operates five Shelby County
hospitals under a single license including the applicant, Methodist North
Hospital. The license also includes Methodist University Hospital,
Methodist South Hospital, Methodist Le Bonheur Germantown Hospital,
and Le Bonheur Children’s Hospital.

It is noted the applicant is accredited by “DNV GL-Healthcare”. Please briefly
describe this type of accreditation and how it relates to this project.

DNV GL-Healthcare is one of the CMS approved accreditation
organizations for hospitals. This accrediting program focuses on
compliance with the CMS Conditions of Participation and the International
Standards Organization (ISO) criteria for Quality Management Systems
(ISO 9001:2015). Methodist Healthcare - Memphis Hospitals (including
Methodist North Hospital) has obtained CMS Hospital Medicare
accreditation form DNV GL- Healthcare.
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Please see Attachment C for a revision to page 4 in the originally filed
application that modifies a response to describe DNV as Methodist’s
accrediting organization.

. Section B., Orderly Development, Item D (2) Page 47

Please provide a copy of the original survey and the hospital’s plan of
correction that is referenced in the April 8, 2016 letter from CMS in attachment
“C: Orderly Development D2".

Please see Attachment D for the Statement of Deficiencies and Plan of
Correction related to the April 8, 2016 letter from CMS. The April letter from
CMS is in attachments with the original filed application as C: Orderly
Development D2 - CMS Letter of Compliance

. Section B., Orderly Development, Item E (2) (G)

Please verify if Methodist Le Bonheur Healthcare System is involved in a class
action lawsuit filed involving allegations of illegal billing practices.

Methodist Le Bonheur Healthcare, parent company of the applicant, is
involved in only one class action lawsuit involving allegations of illegal
billing practices. This lawsuit was originally filed in 2009 and dismissed
without prejudice by a federal court in 2011. It was refiled in 2013 in Shelby
County Chancery Court. It was removed to federal court in July 2017 and
because we believe the case to be without merit, we have filed a Motion to
Dismiss which is pending now.
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September 14, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Building
502 Deaderick Street, 9*
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Le Bonheur Healthcare, centered in Shelby County, is one of
Tennessee’s largest healthcare providers. Methodist Healthcare's principal
acute care subsidiary organization is Methodist Healthcare--Memphis Hospitals
that owns and operates five Shelby County hospitals. Methodist North Hospital
is the 246-bed adult facility located in the northern quadrant of the Methodist
service area. Methodist North is filing a Certificate of Need for the relocation of
the 34-bed Methodist Psych inpatient unit currently located on the Methodist
University Hospital campus to the Methodist North campus. As a result of
extensive renovation and modernization plans approved by CN1602-009 for
Methodist University, the building currently housing the Psych unit is scheduled
to be demolished in 2019. Methodist North is the optimal location for the
relocated service and beds.

Enclosed in triplicate is Certificate of Need Application, signed Affidavit, Proof of
Publication as well as the check for the filing fee. Please let us know if you have
any questions or need additional information.

Sincerely,

CO{/LD-\ N-i’,l; @{%#er,~

Carol Weidenhoffer
Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue « Memphis, Tennessee 38104 * www.methodisthealth.org
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STATE OF TENNESSEE

COUNTY OF SHELBY

;ﬁ_]ﬁ(‘ﬂﬁ@ﬂ \7?/7 €S ﬂ F?,S/O/é’/)\f. being first duly sworn, says that he/she is the

applicant named in this application or his/her/its lawful agént, that this project will be completed in

accordance with the application, that the applicant has read the directions to this application, the
Rules of the Health Services and Development Agency, and T.C.A. §68-11-1601, ef seq., and that
the responses to this application or any other questions deemed appropriate by the Health
Services and Development Agency are true and complete.

SIGNATUREATITLE

Sworn to and subscribed before me this _// _day of \Sie'.rjﬁ?ﬂ'?‘éﬁl’/? Y, ﬂ/ 7a Notary

{Month) 7 (Yean)

Public in and for the County/State of ? e NESS €0

S g e, J//éﬂ/m

' LNOT@QY PUBLIC

- . Commission Expires January 20, 2019
My commission expires My , e
(Month/Day) (Year)
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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September 22, 2017

Melanie Hill

Executive Director

State of Tennéssee

Health Services and Development Agency
Andrew Jackson Buildin%
502 Deaderick Street, 9"
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Healthcare--Memphis Hospitals dba Methodist North Hospital filed
CN1709-029 to relocate Methodist's psychiatric unit on September 15, 2017. It
was noted in the supplemental questions received September 21, 2017 (question
#13) that a page numbering issue caused the last several pages of the
Application to be omitted in the initial filing. Please see the missing pages
attached as discussed with Phillip Earhart. The full, original renumbered
Application was emailed in response to supplementals on September 21, 2017
as well.

Per discussions with Phillip, the full application with attachments and all other
responses to supplementals will be mailed to you early next week before the
deadline.

Enclosed in triplicate are the missing pages. Thank you. Please let us know if
you have any questions or need additional information.

Sincerely,

Cooud L'\JJ,{c-(b{/@

Carol Weidenhoffer
Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue « Memphis, Tennessee 38104 « www.methodisthealth.org
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AFFIDAVIT

STATE OF TENNESSEE {

COUNTY OF SHELBY

NAME OF FACILITY: METHODIST HEALTHCARE - MEMPHIS HOSPITALS, DBA
METHODIST NORTH HOSPITAL :

I, ' FLORENCE JONES, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Swaorn to and subscribed before me, a Notary Public, this the o? 3{/_ day of S egfg(zz@ (ZOQ ,

witness my hand at office in the County of Shelby, State of Tennessee,

NOTARY PYBLIC
My Commission Expires January 20, 2019

My commission expires

HF-0043

Revised 7/02
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September 25, 2017

Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Building
502 Deaderick Street, 9"
Nashville, TN 37243

Floor

Dear Ms. Hill:

Methodist Healthcare--Memphis Hospitals dba Methodist North Hospital filed
CN1709-029 to relocate Methodist’s psychiatric unit on September 15, 2017.
Please see responses to the Supplemental questions received September 21,
2017 including a full re-print (Attachment E) of the application and attachment
with corrected page numbers.

Enclosed in triplicate is the supplemental response. Thank you. Please let us
know if you have any questions or need additional information.

Sincerely,

Corol Wicolet-

Carol Weidenhoffer
Senior Director of Planning and Business Development

cc: Byron Trauger

1211 Union Avenue * Memphis, Tennessee 38104 « www.methodisthealth.org
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF SHELBY

NAME OF FACILITY: METHODIST HEALTHCARE - MEMPHIS HOSPITALS, DBA
METHODIST NORTH HOSPITAL

I, FLORENCE JONES; after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Tl gy lrseincr

Signature/T itl%

Sworn to and subscribed before me, a Notary Public, this the 925 day of S{Pffﬁ?ﬁﬁ‘“ 20 / 7

witness my hand at office in the County of Shelby, State of Tennessee.

NOTARY Eyfmuo

My commission expires My Commission Expires January 20, 2019

HF-0043

Revised 7/02
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North Hospital. Methodist has operated the psychiatriciﬁ& i 1973, and
is committed to continue services. Currently, Methodist University Hospital
is undergoing a modernization plan approved by CN1602-009. The demolition
of the Crews building — where the psychiatric unit is housed — will force the
relocation of the program and beds.

e The choice to relocate the 34 beds to a hospital within the same system, only
13.7 miles away, allows Methodist to serve the same community with the
same resources. This project is needed in order to maintain accessibility to
acute mental health services.

¢ The majority of patients admitted to the Methodist psychiatric unit are
Severely and Persistently Mentally Il (SPMI) patients who are psychiatrically
disabled adults with Medicare coverage. Methodist will continue to serve
chronic, SPMI patients in this unit with onsite acute medical services to treat
comorbid medical conditions. Projections show the composition of the
population and mix of populations served will change.

e Methodist currently plays an active role in the psychiatric continuum of care
in the service area with positive relationships with referral sources. The
majority of the applicant’s patients arrive during crisis by ambulance or as
direct referrals from the Crisis Assessment Center. This relocation maintains
positive referral relationships in an improved location.

e The unit runs in a cost effective manner — the new location was most cost
effective and least disruptive choice. The proposed location is attached to the
main hospital but contained as singular space. The building is isolated from
the rest of the general hospital with a separate entrance. The secured,
controlled access makes it an optimal setting for psychiatric services to
ensure privacy and security.

¢ The proposed location provides more square footage for the service line
adding more expansive group therapy and activities space and a larger
environment of care.

2) Economic Feasibility;

+ This project is economically feasible. The projections in this application show
Methodist North Hospital and psychiatric inpatient service will remain
financially viable with breakeven by year 1 (2020).

o Methodist North Hospital is an integral part of Methodist Healthcare-Memphis
Hospitals currently with 246 of the total 1,593 licensed beds. This investment
will contribute to the long term viability and sustainability of the campus.

3) Appropriate Quality Standards; and
e These beds will be accredited by the DNV. The psychiatric until will meet and
exceed all relevant quality standards as regulated by DNV.

4) Orderly Development to adequate and effective health care.

¢ This project has been meticulously considered and planned. Consideration
was given to keeping the 34-bed unit on the Methodist University Hospital
campus as originally planned in CN1602-009. However after further analysis,
it was determined the Methodist North campus better met the needs of the
program with improved space and environment of care.

s The beds and programs are well established and a part of the service area’s
psychiatric continuum of care. The project will not negatively affect any
providers in the service area. These are existing Methodist beds which will
be relocated within the same hospital system less than 14 miles away.

o Existing equipment, clinical leadership, professional staff, equipment and
policies and procedures will be relocated with minimal disruption of services.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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Immediate action was taken by the CEO and [3/2/16
A 000 | INITIAL COMMENTS A000 [Chief Quality Officer to confirm the hospital
provides care in a safe setting. Following the
Intakes: TNOOO38091 exit conference on 3/1/16 a Task Committee
was established by the Director of Quality
A certification complaint survey was conducted nd System Regulatory and included the
from 2/22/16 to 2/29/16. An entrance conference EEOS' Chief Quality Officer, Vice Presidents
was conducted on 2/22/16 at 9:40 AM with the nd Directors responsible for Security

Adminlstrative Director, Quality and Performance

Officers, Director of Safety, Emergenc
Improvement and Regulatory Manager. I ¥ gency

Management and Security, Director

A telephone exit conference was conducted on Regulatory, Human Resource Directors,
3/1/16 at 8:00 AM with the Director of Qualtiy and Director of Security and Assistant General
System Regulatory, Director of Safety, Chief Counsel. The Task Committee reviewed (1)
Quality Officer, Director of Quality, Patient relevant policies and procedures; (2) training
Advocate, Chief Operating Officer, Regulatory and competencies; and (3) the QAPI progfam

Program Manager, Security Director, Emergency
Department Director and Chief Nursing Officer.
The hospital was informed of the IMMEDIATE

for Security Officers as noted for the
individual TAGs below.

JEOPARDY. Notification of Board and Senior Leadership: |3/10/16
Based on review of hospital policies, document The Methodist Le Bonheur Healthcare Board

review, medical record review, facility video of Directors - Executive Committee was

footage and interviews, the hospital was found notified regarding the CMS 2567, the

out of compliance with the following Conditions of immediate actions, and the plan for

Participation: 482.12 Governing Body, 482.13 improvement on 3/10/16 via email sent by

Patient Rights and 482.21 QAPI. the CEO. Additionally, the Strategy

Committee, including the CEOs of each

The hospital's fallure to provide care in a safe R A )
2 B hospital site, was informed of the State

setting, ensure freedom from abuse, and ensure

an ongoing QAPI program resulted in a Agency findings and the plan for

SERIOUS and IMMEDIATE THREAT to the improvement by the CEO and Chief Quality

health and safety of all patients receiving hospital (Officer in their meeting on 3/4/16. (See

services and placed them in IMMEDIATE Appendix B - Notifications)

JEOPARDY and at risk for serious injuries and/or

pLL Governing Body Oversight: 3/10/16
A 043] 482.12 GOVERNING BODY A 043

Review of Policies and Procedures: The Vice
President of Legal Service and Chief Quality
Officer reviewed the current Charter to
confirm the Board's oversight of the

U\HORJ\;DRY O*JR)ECTUR'S_ R PROVIDERISUPPLIER REPRESENTATIVE'S SIGNATURE TITLE (X6) DATE
/ P Y 7 ] ' -
NIl e 1D S o Chyet- Cudllip o Chods (W /29 /
: 4 (v Se VP C hye it oA Sefeds u/c“?f" 3/29 [/
Any deficiency statement ending with an asterisk {*) danoles a dsﬁdnnc\f’whlch the Insllmﬂ\n méy ba méusué‘fmm corracling providing it is determined that d

olher safeguards provide sufficient protection to the palients . (See insiructions.) Except for nursing homes, the findings stated above are disclosable 90 days

foltowing the date of survey whether or not a plan of correction is provided. For nursing hames, Lhe ahove findings and plans of correction are dlsclosable 14

days following the dale these documents are made available (o the facility, If deficlencies are cited, an approved plan of corraction is requlsite lo continued
program participation.

There musi be an effective governing body that is
legally responsible for the conduct of the hospital.

FORM CMS-2567(02-99) Previous Verslons Ohsolets EventID:HBG711 Facility ID: TNP531109 it continuation sheel Page 1of 30
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A 043 | Continued From page 1 A043 Continued From page 1
If a hospital does not have an organized hospital's quality of care, patient rights, and
governing body, the persons legally responsible QAPI program is clearly delineated and found
for the canduct of the hospital must carry out the the Charter to be clear and in compliance
functiops specifled in this part that pertain to the with 42 C.F.R. § 482,12, Specifically, the
governing body ... Charter states the Board Quality Committee
This CONDITION is not met as evidenced by: is delegated full aut’r’mrity with rfaspect to the
Based on policy review, document review and foII'owmg matters: “(a) overseeing the '
interview, the Governing Body failed to assume review and recommendations of appropriate
responsibility and provide oversight of the plans for provision of care, quality
hospital's quality of care, patient rights, QAPI assessment and performance improvement
program. The failure of the Governing Body to (QAPI), utilization management and patient
assume responsibility and provide oversight to safety throughout the Organization, including
ngi:::;ee[::g‘re;;:;I(etr?e:t?é:fiee:ur:?egr;tzmed quality and safety issues specific to the
fractulred f;rmI for one glf one (Patient #1) patients gr?dpL:leac:t;ﬁrsniir:s:;ﬁz);vneg:fneil:gg::Eteic:r?:lteow
ed al e pati i
;gqfc;js INJSL;se::sumr?; I:T,::,\,?.tggfﬁg be taken to assist all facilities to conform, as
JEOPARDY. Additionally, the Governing Body's fully and completely as possible with all
failure to respond to assure appropriate training requirements of The Joint Commission, CMS,
was instltuted to secure a safe setting for and any other regulatory, licensing or
provision of care demonstrates the IMMEDIATE accrediting agencies; and...(f) Reviewing and
THBEAT TO THE HEALTHAND SAFETY of acting on recommendations for approval of
patients ongoing. medically -related policies and
recommendations developed by medical staff
The findings included: -led committees as well as system and
haospital safety committees.” (See Appendix C
1. The Governing Body failed to ensure the - Board Quality Committee Charter).
Chief Executive Officer (CEO) was responsible
and ensured the safety of the patients in the Monitoring: A system director over the  [3/30/16
hospital. Security Departments was appointed by the
REiSHolin0S/E CEO on 3/8/16. This new system leadership
2. The Governing Body failed to ensure policies role r?ports dlrequ to the Sr. YP Clinical .
were implemented, all patients received Effectiveness/Chief Quality Officer and will
appropriate care and services In a safe setting, have responsibility for monitoring the work
were prolected at all times, and their patient practices, security events, and QAPI program
rights, dignity, and well-being were preserved. related to Security Officers system-wide.
FORM CMS-2567(02-99) Previous Verslons Obsolele EventlD:HSG711 Facility ID: TNP531109 If conlinuation sheet Page 2 ol 30
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A 043 Continued From page 2
Referta A 0115, A 0144 and A 0145.

3.  The Goveming Body failed to ensure the
Quality Assessment Performance Improvement
(QAP!) committee analyzed and reviewed all
adverse patient events and implemented
preventative actions to ensure the events did not
reoccur.

Refer to A 0263 and A 0286.

A 057 | 482.12(b) CHIEF EXECUTIVE OFFICER

The governing body must appoint a chief
executive officer who is responsible for managing
the hospital.

This STANDARD is nol met as evidenced by:
Based on facllity document review, policy review,
record review, observation and interview, the
Chief Executive Officer (CEO) failed to be
responsible for the management of the hospital,
ensure staff provided care to vulnerable patients
in a safe environment and patients rights were
promoted for 1 of 1 (Patient #1) sampled patients
whose rights were violated resulting in a fractured
arm.

The findings included:

1. Review of the Safety Operations Committee
meeting minutes for 1/14/16 documented a
reportable adverse event occurred on 3/21/15 in
which baton use by a security officer did not align
with facility policy and procedure, Crisis
Prevention Intervention (CPI) training was 1o be
completed by 5/5/15. There was no
documentation that the CPI training had been
completed by 5/15/15. The only Security specific
training required of the officers was the continued

A 043 [Cantinue From page 2

Security physical intervention events will be
reviewed by the new system Director of
Safety, Emergency Management, and Security]
and facility Security Directors to ensure
lappropriate level of assessment and
intervention by Security Officers. The above
Directors will report and review the events at
the system Environment of Care (EOC)
Security Subcommittee and EOC Committee
A 057 [and the frequency of reporting will increase
from bimonthly to monthly, as part of their
ongoing QAPI program. A summary report
will be provided by the Director of Safety,
Emergency Management and Security at each
system Safety Operations Council (SOC)
meeting on monthly basis/10-months per
year. The system SOC will oversee any
improvement cycles. The Board Quality
Committee will review Minutes from each
system SOC meeting, and will raceive and
review a summary of these events, quarterly
for 24 months. The effectiveness of the QAPI
program will be reviewed annually by the
Board Quality Committee, which will review
trends for indicators related to the number of
security events, appropriateness of de-
escalation or use of physical tactics, harm
events, completion of causal analysis,
performance improvement, and required
reporting to the facility and system QAPI
committees. Additionally, the Board Quality
Committee Chair will provide a summary of
the Quality Committee information at full
Board meetings (quarterly).

FORM CMS-2567(02-99) Previous Versions Obsalete Event |D:HBG711
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A 057 | Continued From page 3 A 057 |Continued From page 3
use of the basic baton and aerosol training. Chief Executive Officer:
Policies and Procedures Reviewed: The 3/28/16
2. Revlew of an email dated 2/25/16 from the Task Committee and the CEO reviewed,
Chief Operating Officer revealed ...Pnor.to... revised and approved the Security Policy: Use
[December 2015] the only Security specific . :
o A : ) of Security Personnel to Deescalate and
training required for our officers was the basic | f
baton and basic aerosol raining...” Resp ve Threats to Sa gty on 3/28/16. The
Policy ensures that crisis intervention and de-
3. Review of 2/25/16 at 5:55 PM email from the escalation techniques are used as the initial
Chief Operating Officer to the surveyor revealed respanse and weapons are only deployed by
training cards for Security Officers #2, 3, 4, 5, 6, Security Officers as a last resort in a situation
7.8,9,10, 11, 12, 13, 14, 16, 17 and 18for involving an immediate physical threat to
complete.d ’tralnlng anq certification vfo‘r baS.lC safety. The new policy states “use of
baton training and basic aerosol training with no . ; .
A ISt et weapons and security handcuffs is considered
' a law enforcement activity, not a health care
Review of basic aerosoal training materials intervention,” and the perpetrator who is
revealed the following facts about aerosals: The demonstrating criminal activity should be
aerosols effect the eyes, face, respiralory system turned over to law enforcement. The policy
and skin pigmentation. The physical actions further clarifies that “weapons or handcuffs
include rigid muscles, auditory exclusions, tunnel should not be used to subdue a patient to
vision, basic fear, blindness and suffocation. apply a health care restraint/seclusion.” (See
Review of basic baton training materials revealed Appendix C - Policy and Approvals)
the following about baton usage: The use of a . '
baton works on the motor nerves. Motor nerve [Training: The CEO at each hospital site was 3/28/16
points regulate the neural impulses that control educated on the new policy and their role in
the movement of muscles. When these signals the oversight of the Security Department and
are interrupted, there Is a high intensity of pain, related QAPI activities via email
motor dysfunction/temporary paralysis of a communication from the Chief Quality Officer
particular muscle group, a sympathetic flexing lon 3/28/16
response of the opposite unaffected joint. '
Refer to A 286. Monitoring: Beginning 3/1/16, each hospital3/30/16
site CEO and the system Director of Safety,
2. A second reportable adverse event concerning Emergency Management, and Security will be
a security officer occurred on 12/23/15. Review responsible to ensure each physical
of the patient's medical record revealed Patient intervention incident is reviewed by two
#1 was admitted to the Emergency Department Security Directors from another
FORM CMS-2567(02-99) Previous Versions Obsolete EventID:HBG711 Facility ID; TNP531109 If continuation sheel Page 4 of 30
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A 057 Continued From page 4 A 057 |Continued From page 4
(ED) on 12/23/15 via ambulance after passing out hospital site to determine if the degree of de-
from too many alcoholic beverages. The patlent lescalation or physical engagement is
was triaged and medical care Initiated Including appropriate. All physical intervention events
lab work which revealed a blood alcohol AI<.eve| of resulting in harm will be reviewed by the
374 (the reference range used by the facility was hospital site CEO or desi Vice President
less than or equal to 3 was nomal). According to ospita S|.e - or designee, Vice Fresiden
nursing documentation the patient eventually and'Securlty Director bV_ the next wee.kly
became agitated and Security was called to the business day. The Security Director will
ED. The Security Officer grabbed the patients left provide a summary report to the hospital site
wrist and the patient kicked out at the Security QAPI committee. The hospital site CEOs and
Officer. A loud "pop" was heard and the patient QAP| Committees will ensure a thorough
ye"?d_ fis ;\_rm by broken.l f;?ewew ‘T“h‘: common cause analysis is conducted on all
secur!ty officer's personnel le revea ed»t'e events with harm and an ongoing QAPI
security officer had not received CPlI training. .
program is in place to protect the health and
As a result of the incident, Patient#1 sustained safety ‘°f all patients.. (See Appendix D -
an obliqgue comminuted fracture of the distal shaft Compliance Monitoring)
of the ulna. The patient's arm was splinted and
he was discharged with orders for follow-up with
an orthopedic physician.
3. There was no documentation the CEO had
investigated the incident to determine the root
cause in order to implement appropriate
interventions and follow up to ensure patient's
received care in a safe environment and were
free of abuse.
Referto A 144, A 145 and A 286.
A 115| 482,13 PATIENT RIGHTS A 115{Actions to Protect Patients' Rights: 3/28/16

Immediately upon completion of the exit
conference on 3/1/16 and receipt of the CMS
2567 on 3/8/16, action was taken to confirm
the hospital continues to provide carein a
safe setting, including —

1) Task Committee convened on 3/2/16;

FORM CMS-2587(02-99) Pravious Versions Obsolele

Event ID: H8G711
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A 115 Continued From page 5 A 115Continued From page 5
In a safe setting for all facility patients. 2) Security Officers without evidence of
proper training were no longer provided
Failure by the facility to provide freedom from equipment effective 0800 3/2/16;
abuse and care in a safe selling resulted in a 3) Immediate training and competency test
SERIOUS AND IMMEDIATE THREAT for all . X
. ; for Security officers competed by 3/10/16;
facility patients. ) -
4] Board of Directors was notified and
The findings included: confirmation of their role in oversight by
3/10/16;
1. The facility failed to provide care in a safe 5) Facility CEOs notified and their role in
setling for vulnerable patients presenting to the oversight and management of the Security
hospital Emergency Department. Department confirmed by
Referto A 0144, 3/28/16;
2. The facility failed to protect all patients from |6) .U?;e ErpSeel |ntervent|on'and CPI
abuse training completed by all Security Officers by
Refer to A 0145. 3/18/16;
7) Initial and ongoing competencies for
2. The facility failed to analyze contributing Security Officers developed and approved by
factors and implement measures in order to 3/11/16; and
prevent palienl abuse. 8) Enhanced QAPI program for Security
Beeio0ol0 N physical intervention occurrences and patient
A 144 ‘;g'_:lz(é)(z) FETENT RIGHTS: CARESIISAFE & 144safety confirmed and continuously in place by
3/18/16.
The patient has the right to receive care in a safe .
selting. Policy Review and Revision: 3/28/16
The Task Committee and the CEO reviewed,
This STANDARD is not met as evidenced by: revised and approved the Security Policy: Use
Based on review of the Emergency Medical of Security Personnel to Deescalate and
Services (EMS) repont, policy review, medical Resolve Threats to Safety on 3/28/16. The
sl DU LI LS E T AR T Policy ensures that crisis intervention and de-
interview, the hospital failed to ensure vulnerable . . L)
; ! ) escalation techniques are used as the initial
patients received care in a safe manner for 1 of 1 d v depl d
(Patient #1) sampled patients who sustained respo'nse an‘ Weaponsareion y. ep gye 'by
Injury while In the care of the hospital. Failure of !Secu rity Officers as a last resort in a situation
the hospital to ensure patients were kept safe involving an immediate physical threat to
during emergency treatment resuited in a lsafety. The new policy states “use of
FORMCMS-2567(02-99) Pravious Versions Obsolsle Evenl ID: HBG711 Fadlily 1D: TNP531109 If continuation sheet Page 6 of 30
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fractured arm for Patient #1 and placed all
vulnerable patients at risk for SERIOUS INJURY
resulting in IMMEDIATE JEOPARDY.
Additionally, the hospital's failure to respond with
appropriate interventions to secure a safe setting
for provision of care demonstrates the
IMMEDIATE THREAT TO THE HEALTHAND
SAFETY of patients is ongoing

The findings included:

1. Review of the facllity's policy "Security
Management Plan" reviewed 1/2011 and 5/2015,
effective date 1/1997, and revised 5/2012 and
2/2013 revealed, "[Hospital name] exists to
benefit the people of our region by promoting
good health, and by healing, carlng and
comforting ... [Hospital) maintains a security
management program that is designed to provide
a safe and secure physical environment free of
hazards and risks for patients... The purpose of
the Security Management Plan is to define the
program to minimize the risk of injury or property
loss involving patients, visitors... Training hospital
Associates is critical to their performance.
Associates are trained to recognize and report
either potential or actual incidents to ensure a
timely response. Associates in security-sensitive
areas are familiarized with the protective
measures designed for those areas and their
responsibilities to assist in protection of patients,
visltors ..."

2. Review of the EMS report dated 12/23/15
revealed EMS arrived on the scene at 1:46 AM to
find a 57 year old male sitting in the yard. "...The
pt [patient] mother stated that the pt started
drinking alcohol and had too much. The ptwas
responsive to verbal stimuli only..." The patient

weapons and security handcuffs is
considered a law enforcement activity, not a
healthcare intervention,” and the perpetrator|
who is demonstrating criminal activity should
be turned over to law enforcement. The
policy further clarifies that “weapons or
handcuffs should not be used to subdue a
patient to apply a health care
restraint/seclusion.” (See Appendix C - Policy
and Approvals)

Associate Training and Competencies:
By 3/30/16, all Security Officers received
training on the new Policy and a competency
test was required for all Security Officers who
had previously completed the training.
Security Officers who scored below 90% on
| he competency test were required to
omplete the full 2-day Basic Officer Training
by 3/18/16, which was taught by certified
rainers. Additionally all Security Officers in
he system who did not have the appropriate
documentation of training on file completed
non-violent and crisis intervention (CPI) and
Basic Officer Training by 3/18/16, which was
aught by certified instructors. Initial (new
hire) and ongoing (annual) training and
ompetency expectations were developed
and approved by the Task Committee on
3/11/16. The Security Directors and system
Director for Safety, Emergency Management
nd Security will ensure initial competencies
re completed within 30-days of hire (and
prior to issuing equipment) and ongoing
competencies are completed annually,

3/30/16
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was transported to the hospital. The EMS report
documented the patient's vital signs were within
normal Jimits and blood glucose level was 80. The
patlent received 300 miliiliters of normal saline
en-route to the hospltal.

3. Medical record review for Patient #1 revealed
the patient was a 57 year old male who arrived at
the hospital's ED by EMS on 12/23/15 at 3:20
AM. The ED notes documented, "[Patient #1]
passed out after drinking too many Busch beers,
'my dad died yesterday and | have a lot going
on'..."

4. Revlew of the ED Nursing notes dated
12/23/15 revealed the following:

3:20 AM- ED Trlage Assessment form
documented the patient's visit reason as
Intoxicated.

3:25 AM - Registered Nurse (RN) #2 documented
labs were drawn. Results of the blood alcohol
level were 374 milligrams per deciliter (mg/di).
The reference range (the range negative for
alcohol) used by the laboratory was < = 3 (less
than or equal to 3).

3:50 AM - RN #2's assessment completed. There
was na documentation the patient was exhibiting
inappropriate behaviors.

7:05 AM - Care of the palient was transferred to
the day shift nurse, RN#1. There was no
documentation from 3:59 AM to 7:05 AM that the
patient was exhibiting inappropriate behaviors.
7:15 AM - RN #1 documented "pt removed own
int [intermittent access). dressing applied. pt
agitated yelling out. spoke with pt in the attempts
to calm down. pt somewhat better at this time."
7:45 AM - "pt refusing additional int. [Physician
#1] notified. Awaiting orders"

7:55 AM - "[Physician #1] at bs [bedside]."

A 144|Continued From page 7

Security Officer training and competencies
are provided initially upon hire and annually
to reinforce the appropriateness of basic
officer skills, nonviolent crisis intervention
(CPI) de-escalation technigues, all to address
the management and safety of patients in out
hospital facilities. Compliance with the
training will be monitored by the system
Director of Safety, Emergency Management
and Security and Security Directors, and
evidence of completion will be documented
in Department/Human Resource files by
3/30/16.

ICompliance Monitoring: 3/30/16
The new System Director of Safety,
Emergency Management and Security will
have oversight of the QAPI program for the
Security Department and will ensure that
each physical intervention event is entered
by the Security Officers, or designee, into the
hospital's electronic incident reporting
system (Safeguard) and reviewed
independently by two Security Directors from
another hospital site to determine
Iappropriateness of the de-escalation and the
level of physical intervention. The new
system Director of Safety, Emergency
Management and Security will ensure that
the independent review is reported by the
Security Directors in the Environment of Care
- Security Subcommittee, maonthly.
IAdditionally each event with harm will be
reported to the CEO, or designee, by the next
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8:00 AM - “pt out of rm [room]. Remains slightly
agitated at this time. Pt informed to return to bed.
Pt slow to comply.”

8:45 AM - "pt continues to yell off and on. pt
verbal with staff. ptinformed to calm down."
9:00 AM - "pt argumentative with staff standing in
doorway. Security called. pt placed back in bed
and was informed to stay in bed until [Physician
#1] notified.”

9:05 AM - "pt standing outside of doorway,
aggitated [agitated)/arguementative
[argumentative] with staff. Mother at bs at this
time. ptinformed to go back to raom as it is
unsafe in haliway. pt refused. ptyelling
derrogatory [derogatory] remarks to staff.
Security called back to room."

9:16AM - "[Name of Security Officer #1], security
at bs. ptyelling at staff/now clinging to door
handle. [Name of Security Officer #1] grasping L
[left) wrist to control pt. pt began to push [Name
of Security Officer #1] away and swung L arm
around. [Name of Security Officer #1] requested
pt to stop acting this way. pt noncompliant at this
time. pt continues with foul language now
directed at [Name of Security Officer #1]. [Name
of Security Officer #1] pulled on pt Lwrist to
assist pt back to bed. pt kicked leg up with
possible attempt to kick [Name of Security Officer
#1] or to lock foot around door. Heard a loud
'‘pop'. ptyelled out. 'you broke my arm you MF!"
Mother ran to ptto calm him down. Pt placed in
we [wheelchair]. |exited rm [room] to inform
[Physician #1]. "

9:19 AM - "[Physician #1] at bs for eval
[evaluation]. Security remains at bs."

9:25 AM - "pt transporl to xray per we
[wheelchair] per edt [emergency depariment
technician] with security escort (Security Officer
#18)."

weekly business day, and a comprehensive
and thorough causal analysis will be
completed by the system Director of Safety,
Emergency Management and Security,
Security Directors, and Director of Risk
Management within 45-days of the event to
identify opportunities for improvement.
Evidence of the causal analysis will be on file
in the Risk Management Department and in
the minutes of the Environment of Care
Security Subcommittee meetings, monthly.
IThe physical intervention events will be
reported monthly to the appropriate hospital
site and system QAPI committees and the
Board Quality Committee. The system
Director Safety, Emergency Management and
Security will ensure information is
appropriately documented in related QAPI
committee minutes in the required
frequencies. Additionally, the system Director
of Safety, Emergency Management and
ISecurity, and/or designee, will randomly
audit 10 Security Officer files to ensure
training and competencies are complete,
monthly for 24-months.
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9:30 AM - "spoke wlth [name], mother of pt. rit
[related to) poc [plan of care}. Verbalized
understanding.”

9:33 AM - "pt returned from xray. In speaking with
pt. pt remains mildly agitated, however is calm
enough lo have an intelligent conversation. pt
somewhat apologetic at this time."

9:55 AM - "...pt medicated with Tylenol 650 mg
po."

10:00 AM -"...int to RAC [right antecubital]...no
status change. will continue to monitor."

10:30 AM - "pt with continue pain. [Physician #1)
notified. Orders received and completed."

10:35 AM - "splint/sling to L arm. pt tolerated
procedure well."

11:52 AM - pt was discharged home with his
mother.

5. Review of ED Provider Notes dated 12/23/15
revealed the following documentation by
Physician #1:

7:55 AM - "... Chief Complaint from Nursing
Triage Note: 12/23/15 3:20 AM ... passed out
after drinking too many Busch beers. 'my dad
died yesterday and | have a lot going on'. The
patient presents with alcohol intoxication. The
onset was unknown... Pt states that his father Just
died yesterday. Usually drinks two beers daily but
today he thinks he drank about six beers, Doesn't
remember much after that, just remembers
waking up in the emergency room. States he
does not know what he's doing here... Laboratory
results... Serum Ethyl Alcohol 374 milligrams per
deciliter (mg/di) CRIT [eritical value] ... "

9:11 AM - "called to room - pts mother is now
here and is able to take him home. Ptls
belligerent right now, arguing and cursing.
Security guard is present. Trying to calm situation
at this point. Pt is medically cleared for discharge

A 144
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home now that his mother is here and can take
him home (prevelous plan was behavioral health
for drunk tank as he had been unable to get a
ride before)"

9:16 AM - "Called to room again. Pt complaining
of left forearm pain. Per report of security guard
and nurse present at this time, patient (who
remains intoxicated and is currently very
belligerent) was holding onto the door with one
arm and trying to kick the security guard. The
security guard took hold of his left arm to try to
hold him off and a pop was heard, then pt ¢/o
[complained] pain. Will xray forearm now."

9:45 AM - "xray has been completed and film
reviewed (final read pending)- ulnar shaft fracture
noted, ortho [orthopedics] paged for consult,
awaiting callback.”

10:15 AM - "Arm rechecked... distal mobility and
sensation intact. Mild swelling... No gross
defarmity ..." Physician #1 ordered the following:
Norco (hydrocodone bitartrate) 7.5 mg-325 mg
tablet now and apply Left arm Posterior splint.
"Discussed results w patient including ortho recs.
Posterior splint to be placed, then ok to de home
with mother to flu w ortho outpatient, Patient
advised against alcohol abuse.., Diagnosis: Acute
alcohol intoxication, Left ulnar fracture...
Condition: Stable Disposition: Medically cleared,
Discharged... home. Patient was given the
following educational materials: ALCOHOL
INTOXICATION, ALCOHOL ABUSE,
FRACTURE, Upper Extremity. Follow up with
Physician #2 within 5 to 7 days... Discharge
patlent... Home, with mother after splint
placement..."

6. Review of the x-ray report dated 12/23/15 at
9:18 AM revealed, "Clinical Information: Left arm
pain, fracture...There is an oblique comminuted
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[shattered] fractures of the distal shaft of the ulna.
The radius appears to be intact”

7. Review of the facility video (no audio recording)
of the ED for 12/23/15 beginning 9:03 AM
revealed Patient #1 standing in the hallway in
front of his room in the ED talking. At 9:05 AM,
Patlent #1 is assisted into the room by Registered
Nurse (RN) #1 with Security Cfficer #1 present
RN#1 and Security Officer #1 assist Patient #1
into his ED room on differenl occasions. At 9:13
AM Patient#1's mother arrived at the doorway of
Patient #1's room. She is observed in the hallway
with RN #1. At 9:14 AM Patient#1 and his
mother are standing in front of the patient's room.
The mother is observed shaking her finger at
Patient#1. Patlent#1 and his mother, Security
Officer #1 and RN #1 are observed to enter the
patient's room. At 9:15 AM Physician #1 is
observed takking to the patient's mother. At 9:16
AM, Security Officer #1 is observed outside of the
patient room attempting e close the door but
unable to do so. Security Officer #1 turns around
to see why the doorwill not close. Security Guard
#1 entered the patient's room, followed by RN#1.
The RN came out of the patient's room, and
returned with the physician.

8. During an interview in the conference room of
North campus on 2/24/16 at 9:256 AM, RN #1
stated Patient#1 was "...belligerent, yelling,
cussing... whole 9 yards... called [Security Officer
#1] trying to get him to calm down, [Patient #1
became] more angered... [Security Officer #1]
grabbed him [Patient #1], heard 'pop"..."

During a telephone interview on 2/25/16 at 8:06
AM, Patient #1 stated he told the Security Officer
#1 he was leaving, and Securjty Officer #1 told
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him he was not leaving. The patient slated he put
his faot in the door. He stated Security Officer #1
walked over to him, grabbed his arm and
snapped it. The patient stated he called Security
Offlcer #1 “...Mr. Clean, | guess he didn't like that.
He was a tall, bald guy in a white shirt... Guess |
shouldn't have said it... my father had passed
away December 21st..." The patient stated the
x-ray showed his arm was broken.

During a telephone interview on 2/25/16 at 8:40
AM, Security Offlcer #1 stated, "l was assaulted
by this patient. He hil me, punched me, kicked
me ... this patient was out of control. Hewas
combative. They called for Security and |
responded... He assaulted me... he accidentally
got his arm broke..."

There was no documentation in the medical
record Security Officer #1 had been hit, punched
or kicked.

The Security Officer Supervisor provided the
surveyor with a list of security staff and the date
of the most recent department specific training
the officers attended. There was no
documentation of continuing education on
department specific security issues for security
officers between October 2014 and January
20186.

A 145| 482.13(c)(3) PATIENT RIGHTS: FREE FROM
ABUSE/HARASSMENT

The patient has the right to be free from all forms
of abuse or harassment.

This STANDARD is not met as evidenced by:
Based on policy review, medical record review,
video recording review and interview, the hospital

A 144

A 145

Actions to Protect Patients' Rights: 3/28/16

including —

Immediately upon completion of the
exit conference on 3/1/16 and receipt
of the CMS 2567 on 3/8/16, action was
taken to confirm the hospital continues
to provide care in a safe setting,
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staff failed to adhere to policies to ensure 1) Task Committee convened on 3/2/16;
vulnerable patients were protected at all times 2) Security Officers without evidence of
and their rights, dignity a.nd well-being were . broper training no longer provided
preservgd for 1 of 1(Palient #1) sampleq patients oquipment effective 0800 3/2/16;
whose right to be free from abuse was violated. . .
Failure of foliow policies and procedures, protect 3) Immefilate t.ralnlng and competency test
patients from abuse and to treat patients with for Security officers competed by 3/10/16;
dignity and respect resulted in Patient #1 4) Board of Directors was notified and
sustaining a fracture of the arm from confirmation of their role in oversight by
inappropriately applied restraining measures and 3/10/16;
placed all vulnerable patients at risk for SERIOUS 5) Facility CEOs notified and their role in
INJURY resulting in 'MMFD'ATE HEOFSRR oversight and management of the Security
Addltlonally,.the hospltal s failure to res'pond with Department confirmed by
appropriate interventions to ensure patients are
safe from abuse demonstrates the IMMEDIATE 3/28/16; o _
THREAT TO THE HEALTH AND SAFETY of 6) Use of phy51cal intervention and CP}
patients is ongoing training completed by all Security Officers by
3/18/16;
The findings included: 7} Initial and ongoing competencies for
Security Officers developed and approved by
1. Review of t:le facility's policy "Securict‘ys/ ; 3/11/16; and t
Management Plan” reviewed 1/2011 and 5/2015, .
effective date 1/1997, and revised 5/2012 and B) Er.]har.‘CEd QAP.I program for Security ’
2/2013 revealed, "[Hospital name] exists to physical |nt'ervent|on occu-rrences a'nd patient
benefit the people of our region by promoting safety confirmed and continuously in place
good health, and by healing, caring and by 3/18/16.
comforting ... [Hospital] maintains a security
management program that is designed to provide Policy Review and Revision: 3/28/16
a safe and secure physical environment free of The Task Committee and the CEO reviewed,
hazards and risks for patients... The purpose of revised and approved the Security Policy: Use
the Security Management Plan Is to define the of Security Personnel to Deescalate and
p“’gfa"‘ to, e e i proper.iy Resolve Threats to Safety on 3/28/16. The
loss involving patlents, visitors... Trainlng hospital i ALt .
Associates is critical ta their performance. Policy ensures that crisis intervention and de-
Associates are trained to recognize and report escalation techniques are used as the initial
either potential or actual incidents to ensure a response and weapons are only deployed by
timely response. Associates in securily-sensilive Security Officers as a last resort in a situation
areas are familiarized with the protective involving an immediate physical threat to
measures designed for those areas and their
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responsibilities to assist in protection of patients,
visilors,.. The following areas are currently
designated as sensitive areas based on historical
precedence, internal assessments, patient
information (HIPPAY}, or a high level of security
from government and other regulations or
standards... Emergency Department [ED] - high
level of transient traffic... Personnel are reminded
during their annual education about those areas
of the facility that have been designated as
securlty-sensitive. Associates assigned to work
in sensitive areas receive department level
continuing education on an annual basis that
focuses on special precautions or responses that
pertain to thelr area... All Assoclates are required
to complete annual training... Department
Directors are responsible for orientating
Associates upon initial hire, and annually on
department specific security issue..."

2. Medical record review for Patient #1 revealed
the patient was a 57 year old male who arrived at
the hospital's ED by Emergency Medical Services
(EMS) on 12/23/15 at 3:20 AM after passing out
in a family member's yard. The ED notes
documented, "[Patient #1] passed out after
drinking too many Busch beers. ‘'my dad died
yesterday and | have a lot going on'..." The ED
Triage Assessment form documented the reason
for ED visit as Intoxicated. A blood alcohol level
was drawn and the results were 374 (reference
range used by this facility is less than or equal to
3 as being negative for alcohol).

At 9:00 AM the nursing notes documented " pt
argumentative with staff standing in doorway.
Security called. pt placed back in bed and was
informed to stay in bed until [Physician #1]
notified."

At 9:15 AM the nursing notes documented

A 145|Continued From Page 14

safety. The new policy states “use of
weapons and security handcuffs is considered
{a law enforcement activity, not a healthcare
intervention,” and the perpetrator who is
demonstrating criminal activity should be
turned over to law enforcement. The policy
further clarifies that “weapons or handcuffs
ishould not be used to subdue a patient to
apply a health care restraint/seclusion.” (See
IAppendix C - Policy and Approvals)

IAssociate Training and Competencies: 3/30/16
By 3/30/16, all Security Officers received
training an the new Policy and a competency
test was required for all Security Officers who
had previously completed the training.
Security Officers who scored below 90% on
the competency test were required to
complete the full 2-day Basic Officer Training
by 3/18/16, which was taught by certified
trainers. Additionally all Security Officers in
the system who did not have the appropriate
documentation of training on file completed
non-violent and crisis intervention (CPI) and
Basic Officer Training by 3/18/16, which was
taught by certified instructors. Initial {new
hire) and ongoing {annual) training and
competency expectations were developed
and approved by the Task Committee on
3/11/16. The Security Directors and system
Director for Safety, Emergency Management
and Security will ensure initial competencies
lare completed within 30-days of hire (and
prior to issuing equipment) and ongoing
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Security Officer #1 attempted to get the patient to
return to the bed, grabbed the patients left wrist
and a loud "pop" was heard. The patient yelled
that his arm was broken.

3. Review of ED Provider Notes dated 12/23/15
at 9:11AM revealed Physician #1 was "called to
room - pts mother is now here and is able to take
him home. Ptis belligerent right now, arguing
and cursing. Security guard is present. Trying to
calm situation at this point. Pt is medically
cleared for discharge home now that his mother
is here and can take him home (previous plan
was behavioral health for drunk tank as he had
been unable to get a ride before) "

4. Review of the facility video (no audio recording)
of the ED for 12/23/15 beginning 9:03 AM
revealed Patient #1 standing in the hallway in
front of his room inthe ED talking. At 9:05 AM,
Patlent #1 Is assisted into the room by Registered
Nurse (RN) #1 with Security Officer #1 present.
RN#1 and Security Officer #1 assist Patient #1
into his ED room on different occasions. At 9:13
AM Patient #1's mother arrived at the doorway of
Patient #1's room. She is observed inthe hallway
with RN#1. At 9:14 AM Patient#1 and his
mother are standing in front of the patient's room.
The mother is observed shaking her finger at
Patient #1. Patient #1 and his mother, Securlty
Officer #1 and RN #1 are observed to enter the
patlent's room. At 9:15 AM Physlclan #1 is
observed talking to the patient's mother. At 9:16
AM, Security Officer #1 is observed outside of the
patient room attempting to close the door but
unable to do so. Security Officer #1 turns around
to see why the door will not close. Security Guard
#1 entered the palient's room, followed by RN#1.
The RN came out of the patient's room, and

A 145/Continued From page 15

competencies are completed annually.
Security Officer training and competencies
are provided initially upon hire and annually
to reinforce the appropriateness of basic
officer skills, nonviolent crisis intervention
(CPI) de-escalation techniques, all to address
the management and safety of patients in our]
hospital facilities. Compliance with the
training will be monitored by the system
Director of Safety, Emergency Management
and Security and Security Directors, and
evidence of completion will be documented
in Department/Human Resource files by
3/30/16.

iCompliance Monitoring: B/30/16
IThe new System Director of Safety,
Emergency Management and Security will
have oversight of the QAPI program for the
[Security Department and will ensure that
each physical intervention event is entered
by the Security Officers, or designee, into the
hospital's electronic incident reporting
system (Safeguard) and reviewed
independently by two Security Directors from
another hospital site to determine
appropriateness of the de-escalation and the
level of physical intervention. The system
Director of Safety, Emergency Management
{and Security will ensure that the independent
review is reported by the Security Directors in
the Environment of Care - Security
Subcommittee, monthly. Additionally any
event with harm will be reported to the CEO,
or designee, by the next weekly business day,

FORM CMS-2567(02-99) Previous Versions Obsolele EventID:HBG711

Facility ID: TNP531109 If continuation sheet Page 16 of 30



DEPARTMENT OF HEALTHAND HUMAN SERVICES
CENTERS FOR MEDICARE & MEDICAID SERVICES

SUPPLEMENTAL #2
September 28, 2017
10:33 am

PRINTED: 03/03/2016
FORM APPROVED

STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA
AND PLAN OF CORRECTION IDENTIFICATION NUMBER:
440049

DMB NO 0938-0391
(X2) MULTIPLE CONSTRUCTION %3) DATE SURVEY
ABUILDING, COMPLETED

c
i 03/012016

NAME OF PROVIDER OR SUPPLIER

METHODIST HEALTHCARE MEMPHIS HOSPITALS

STREET ADDRESS, CITY, STATE ZIP CODE
1265 UNION AVE SUITE 700
MEMPHIS, TN 38104

(x4) ID SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION (45)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENCY)
A 145 Continued From page 16

returns with the physician.

There was no observation on the video the
patient was belligerent, combative, or exhibiting
inappropriate behavioral activity,

5. Review of the clinical documentation dated
12/23/15 revealed Physician #1 was called to
Patient#1's room at 9:16 AM, "...Ptcomplaining
of left forearm pain. Per report of security guard
and nurse present at this time, patient (who
remains intoxicated and is currently very
belligerent) was holding onto the door with one
arm and trying to kick the security guard. The
security guard took hold of his left arm to try to
hold him off and a pop was heard, then pt ¢/o
[complained] pain. Will xray forearm now."

6. Review of the x-ray report dated 12/23/15 at
9:18 AM revealed, “Clinical Information: Left arm
pain, fracture ...There is an oblique comminuted
[shattered] fractures of the distal shaft of the ulna.
The radius appears to be intact.”

7. Review of a list of the hospital's Security
Department personnel revealed 17 Security
Officers and a Supervisor were employed at the
hospital. The Security Officer Supervisor
provided the surveyor with a list of security staff
and the date of the most recent department
specific training the officers attended. There was
no documentation of annual continuing education
on department specific security issues for the
following officers:

Security Officer #1's date of hire was 4/17/16.
There was no documentation of department level
specific training.

Security Officer #2's date of hire was 7/2/12. The
last annual department level specific training was
documented 1/2014, There was no

A 145Continued From page 16

and a comprehensive and thorough causal
analysis will be completed by the system
Director of Safety, Emergency Management
and Security, Security Directors, and Director
of Risk Management within 45-days of the
event to identify opportunities for
improvement. Evidence of the causal analysis
will be on file in the Risk Management
Department and in the minutes of the
Environment of Care Security Subcommittee
meetings, monthly. The physical
intervention events will be reported manthly
to the appropriate hospital site and system
QAPI committees and the Board Quality
Committee. The System Director of
Environmental Health and Safety will ensure
information is appropriately documented in
related QAPl committee minutes in the
required frequencies. Additionally, the
system Director of Safety, Emergency
Management and Security, and/or designee,
will randomly audit 10 Security Officer files to
ensure training and competencies are
complete, monthly for 24-months.
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documentation of conlinuing education on an
annual basis.

Security Officer #3's date of hire was 11/11/13.
The last department level specific training was
documented 1/2014. There was no
documentation of continuing education on an
annual basis.

Security Officer #4's date of hire was 9/15/14.
The last department level specific training was
documented 10/2014. There was no
documentation of continuing education on an
annual basis.

Security Officer #5's date of hire was 12/19/90.
The last department level specific training was
documented 4/2012, There was no
documentation of continuing education on an
annual basis.

Security Officer #6's date of hire was 6/18/12.
The last department level specific training was
documented 8/2012. There was no
documentation of continuing education on an
annual basis.

Security Officer #9's date of hire was 10/22/01.
The last department level specific training was
documented 5/2012, There was no
documentation of continuing education on an
annual basis.

Securily Officer #10's date of hirewas 12/06/10.
The last department level specific training was
documented 12/2010. There was no
documentation of continuing education on an
annual basis.

Security Offlcer #12 s date of hire was 8/8/82.
The last department level speclfic training was
documented 12/2010. There was no
documentation of continuing education on an
annual basis.

Security Officer #15's date of hire was 9/28/15.
There was no documentation of department level
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specific training.

Security Officer #16's date of hire was 8/2/10.
The last department level specific training was
documented 1/2014. There was no
documentation of continuing education on an
annual basis,

Security Officer #17's date of hire was 6/4/12,
The last department level specific training was
documented 7/2013. There was no
documentation of continuing education on an
annual basis.

8. During an interview on 2/24/16 at 9:50 AM in
the hospital's classroom, the Security Officer
Supervisor stated security officers were trained
in, "...de-escalation, use of force, tactics, and
checked-off for aerosol and baton..."

During an interview on 2/24/16 at 10:30 AM in the
classroom, the Security Officer Supervisor stated
the officers received training yearly to review
paper work and maneuvers. The Security Officer
Supervisor was asked if he had any
documentation of staff attending the yearly
reviews. The Security officer Supervisor stated he
did not have documentation of this training. The
surveyor asked if Human Resources kept a copy
of Security Officer training and he stated no, that
was kept by the Security Department. When the
surveyor asked the Security Officer Supervisor
about the incident between Patient#1 and
Security Officer #1, he stated he had no behavior
problems with Security Officer #1.

During a telephone interview on 2/25/16 at 8:40
AM when Security officer #1 was asked what his
job responsibilities were he stated, "...lwas
supervisor of security ... had numerous duties...
taught CPI (Crisis Prevention Intervention)

A 145
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classes... self-defense instructor... last class
taught was November or December 2015... "
When the surveyor asked Security Officer #1
what happened during his interaction with Patient
#1, he stated the patient "was out of control. He
was combative... He assaulted me ... he
accidently got his arm broke..."
9. Review of an email dated 2/25/16 from the
Chief Operating Officer (COO) to the surveyor
revealed "...Prior to... [December 2015] the only
Security specific training required for our officers
was the basic baton and basic aerosol training..." QAPL:
A 263 482.21 QAPI A 263 Program Review: 3/30/16

The hospital must develop, implement and
maintain an effective, ongoing, hospital-wide,
data-driven quality assessment and performance
improvement program.

The hospital's governing body must ensure that
the program reflects the complexity of the
hospital's organization and services; involves all
hospital departments and services (inctuding
those services furnished under contract or
arrangement); and focuses on indicators related
to improved health outcomes and the prevention
and reduction of medical errors.

The hospital must maintain and demonstrate
evidence of its QAPI program for review by CMS,

This CONDITION is not met as evidenced by:
Based on facility policy review, document review
and interview, the facility failed to ensure it
maintained an effective and on-going Quality
Assessment and Performance Improvement

On 3/11/16, The Task Committee discussed
and confirmed the enhanced QAPI program
for the Security Departments' physical
intervention events. The new system
Director of Safety, Emergency Management
and Security will have responsibility to ensure
this program is adhered to by all hospital
sites and that data, event review, causal
@nalysis, shared learning, and reporting is
completed timely and shared throughout the
system. This QAPI program has the following
components;

1) Reporting of physical intervention events
n the hospital's electronic system
(Safeguard) by the Security Officer, or
designee;

2) Reporting of all physical intervention
events resulting in harm to the CEQ by next
weekly business day;

3) Independent review of all physical
intervention events by two Security Directors
from another hospital site to determine if the
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(QAPI) program to prevent adverse patient application of de-escalation techniques and
events. The failure by the facility to provide level of physical intervention was
appropriate and timely Interventions to secure a appropriate;
safe se;ting ffort:he pr?visign ;’f c":"e agld - 4) A Security Officer involved in an
prevention of abuse placed all vuinerable patients f " . . i e
at risk for SERIOUS INJURY resulting in inappropriate use Of.thSIC3| |Ante.rvent|on.wﬂl
IMMEDIATE JEOPARDY. The hospitals' be suspended, pe?dmg lnvest_lgatlor?; a.nd if
continued failure to intervene with appropriate employment continues, retrained within 30-
and timely interventions to secure a safe setting days before reissuing equipment;
for the provision of care demonstrates the 5) Root Cause Analysis to be conducted on all
IMMEDIATE THREAT TO THE HEALTHAND events resulting in harm within 45-days;
SAFETY of patients is angoing. 6) Reporting and trending of events and
o causal analysis to the hospitals' QAPI
The findings included: committee ; and
1. The facility failed to ensure the QAPI 7) Reporting and trending of events, results
committee implemented appropriate preventative Pfthe independent review, causal analysis,
actions to secure a safe environment and prevent shared learning and improvement to the
abuse. appropriate system QAP! committees and the
Refer to A 0286 Board Quality Committee. (See Appendix C -
A 286 | 482.21(a), (c)(2), (e)(3) PATIENT SAFETY A 286Serious Safety Event Reporting Policy)
3/30/16

(a) Standard; Program Scope

(1) The program must include, but not be limited
to, an ongoing program that shows measurable
improvement in indicators for which there is
evidence that itwill ... identify and reduce
medical errars,

(2) The hospital must measure, analyze, and
track ...adverse patient events ...

(c) Program Actlvities
(2) Performance improvemen activities must
track medical errors and adverse patient events,
analyze their causes, and implement preventive
actions and mechanisms that include feedback
and learning throughout the hospital.

ICompliance Monitoring:

The new system Director of Safety,
Emergency Management and Security will
review Safeguard reports, and relevant
hospital site and system QAPI committee
minutes to measure the reporting of events,
event review, causal analysis, and reporting
to QAPI committees is completed thoroughly
and timely. This review will take place
monthly for at least 24-months, or until
compliance Is sustained at 90% for 6-months.
(See Appendix E - Compliance Monitoring)
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(e) Executive Responsibilities, The hospital's
governing body (or organized group or individual
who assumes full legal authority and responsibliity
for operations of the hospital), medlcal staff, and
administrative officials are responsible and
accountable for ensuring the following: ...

(3) That clear expectations for safety are
established.

This STANDARD is not met as evidenced by:
Based on facility policy, facility document review,
record review, observation and interview, the
Quality Assessment and Performance
Improvement (QAPI) committee failed to ensure
an ongoing hospital-wide program that identified,
fully analyzed and addressed all contributing
factors related to adverse events resulting in 1 of
1 (Patient #1) experiencing a fractured arm. The
failure of the QAPI committee to analyze the
causes resulted in the facility's failure to
implement corrective actions to ensure patient
injury did not reoccur, resulted in a SERIOUS and
IMMEDIATE THREAT to the health and safety of
all patients and placed them in IMMEDIATE
JEOPARDY and risk of serious injuries and/or
death. The hospitals' continued failure to fully
analyze and address factors with appropriate and
timely interventions to secure a safe setting for
the provision of care demonstrates the
IMMEDIATE THREAT TO THE HEALTHAND
SAFETY of patients is ongoing.

The findings included:

A 286 (Continued From page 21

Patient Safety: 3/30/16
Program Review:

On 3/11/16, The Task Committee discussed
and confirmed the enhanced QAPI program
for the Security Departments' physical
ntervention events. The new system
Director of Safety, Emergency Management
iand Security will have responsibility to ensure
this program is adhered to by all hospital
sites and that data, event review, causal
lanalysis, shared learning, and reporting is
completed timely and shared throughout the
system. This QAPI program has the following
components:

1) Reporting and of physical intervention
events in the hospital's electronic system
(Safeguard) by the Security Officer, or
designee;

2) Reporting of all physical intervention
events resulting in harm to the CEO by next
weekly business day;

3) Independent review of all physical
intervention events by two Security Directors
form another hospital site to determine if the
application of de-escalation techniques and
level of physical intervention was
appropriate;

1) A Security Officer involved in an
inappropriate use of physical intervention wil
lbe suspended, pending investigation; and if
lemployment continues, retrained within 30-
days before reissuing equipment;

5) Root Cause Analysis to be conducted on
all events resulting in harm within 45-days;
6) Reporting and trending of physical harm
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1. Review of the facility policy, "Use of
Force-Securily" effective 8/3/09 documented,
"...One common definition of reasonable force is
simply not to be excessive, under the
circumstances... Use of Force Continuum is
broken down into six broad levels. Each level is
designed to have an elastic factor as the need for
force changes as the siluation evolves. Itis
common for the level for force to go from level
iwo to level three and back again in a matter of
seconds. The force level should always be
appropriale for the circumstances and adjust up
and down as the situation requires... Level Two:
...The right combination of words in combination
with officer presence can de-escalale a tense
situation and prevent the need for a physical
allercation. Training and experience Improves
the ability of a security officer to communicate
effectively with everyone including the police ...
Level Three - Control Holds & Restraints.
Certain situation may arise where words alone
does not reduce the aggression. Sometimes
security guards and security officers will need to
get involved physically. At this level, minimal
force would involve the use of bare hands to
gulde, hold and restrain... A baton can only be
used at this level as a self-defense mechanism to
block blows or temporarily restrain... Level Four -
Chemical Agents. Sometimes when... violent or
threalening, more extreme, but non-deadly
measures must be used in defense to bring the
suspect under control.., Before moving to level
four, it is assumed that other less physical
measures had been tried or was deemed
inappropriate. ... Eventhough considered
non-deadly, chemical sprays can cause a severe
reaction and even death... with medical or allergic
conditlons... Training is the Key- To fully
understand the force continuum it must be

A 286 Continued From page 22

the hospitals' QAP| committee ; and

7) Reporting and trending of events, results
of the independent review, causal analysis,
shared learning and improvement to the
appropriate system QAPI committees and the
Board Quality Committee. (See Appendix C -
Serious Safety Event Reporting Policy)
Compliance Monitoring: 3/30/16
The new system Director of Safety,
Emergency Management and Security will
review Safeguard reports, and relevant
hospital site and system QAPI committee
minutes to measure the reporting of events,
event review, causal analysis, and reporting
to QAP) committees is completed thoroughly
and timely. This review will take place
monthly for at least 24-manths, or until
compliance is sustained at 90% for 6-months.
(See Appendix E - Compliance Monitaring)
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periodically discussed and reviewed by security
supervisors. Practical exercises will help
re-enforce the training and cause the reactions to
become more appropriate instead of instinctual.
In a crisls situation, fear and adrenalin have a
way of accelerating the force continuum. Practice
and ongoing tralning exercises will ease the
effects of stress and make the safe outcome
more predictable..."

2. Review of the Safety Operations Committee
mesting minutes for 1/14/16 documented a
reportable adverse event of physical abuse on
3/21/15. The adverse event was, "inappropriate
interaction by a Security Officer with a Emergency
Room patient, use of the baton did not align with
the policy and procedure". There was no other
information regarding this adverse evenl. There
was no documentation the committee had fully
analyzed the root cause of the abuse by the
security officer.

The Action Plan to prevent the abuse from
recurring was Crisls Prevention and Intervention
(CPI) training and in-service which was to be
completed by 5/5/15. There was no
documentation lhe training and in-service had
been completed by 56/15/185.

The Safety Operations Committee meeting
minutes for 1/14/16 documented a second
reportable adverse event of physical abuse on
12/23/16. The event was documented as,
"intoxicated ED patlent became belligerent and
Security Office assistance was requested; a hand
wrist grab was used in attempt to control patient
resulting in injury to patient. An x-ray revealed a
comminuted fracture to the distal shaft of the
ulna. The patient received immediate treatment
and discharged home with Ortho [orthopedic]
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follow-up".

The Action Plans for the second adverse event
were CPI and de-escalation training for the
security department and ED Leadership. This
was to be completed by 1/13/16.

There was no documentation the CPI training and
de-escalation training for the Security officers and
ED ieadership was completed by 1/13/16. There
was no documentation QAPI had implemented
measures to ensure the adverse events were
corrected and would not re-occur prior to the
surveyors visit on 2/22/16 for these two
allegations of abuse.

3. Medical record review for Patient#1 revealed
the patient arrived at the ED via ambulance on
12/23/15 at 3:20 AM after passing out in a family
member's yard. A blood alcohol level was drawn
and the results were 374 (reference range used
by this facility is less than or equal to 3 as being
negative for alcohol). There was no
documentation from the time of the patient's
arrival until 9:00 AM the patient was agitated

At 9:00 AM the nursing notes documented the
patient became agitated, was argumentative with
staff and a Security Officer was called to the ED.
At 9:15 AM the nursing notes documented the
Security Officer #1 attempted to get the patient to
return to the bed, grabbed the patients left wrist
and a loud "pop" was heard. The patient yelled
that his arm was broken. An xray revealed the
patient had sustained a fractured left arm.

4. Review of the hospital video footage (no audio
recording) which recorded the hailway of the ED
and the entrance to the patient's room on
12/23/15 beginning 9:03 AM revealed Patient#1
was standing in the hallway in front of his room.
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The patient appeared to be talking.

At 9:05 AM Patient #1 was assisted back inside
his room by Registered Nurse (RN) #1 with
Security Officer #1 present. The video showed
RN#1 and Security Officer #1 assisting Patient
#1 back into his ED room on several occasions.
At 9:13AM Patient #1's mother was observed in
the entrance/doorway of Patient #1's room. The
patient's mother appeared to be talking with RN
#1.

At 9:14 AM it appeared Patient#1 and his mother
were talking. The mother was observed shaking
her finger at Patient#1. Patient#1, the patient's
mother, the Security Officer #1 and RN #1 were
observed entering the patient's room.

At 8:15 AM Physician #1 was observed talking to
the patient's mother.

At 9:16 AM Security Officer #1 was observed
walking out of the patient's room into the hallway
and attempting to close the door of the patient's
room but unable. It appeared the patient's hand
was holding the door preventing the door from
closing. Security officer #1 re-entered the
patient’s room followed by RN#1. Within a few
seconds RN#1 came out of the patient's room
and returned immediately with Physician#1,

There was no observation on the video recording
footage the patient was experiencing behaviors.

5. The facility's investigation determined the
cause of the incident was the security officer.
The facility terminated Security Officer #1's
employment. The Committee Action Plans were
CPl and de-escalation training for the Security
Officers and ED leadership to be completed by
1/13/16. There was no documentation the CPI
training and de-escalation training for the Security
officers and ED leadership was completed by
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1/13/16. There was no documentation QAP| had
implemented action plans/interventions to ensure
security officers were trained in CPI and
de-escalation training or conducted oversight to
ensure the abuse did not recur ongoing.

6. Review of an email dated 2/25/16 from the
Chief Operating Officer to this surveyor revealed
"...Prior to... [December 2015] the only Security
specific training required for our officers was the
basic baton and basic aerosol training..."

7, Review of 2/25/16 at 5:55 PM email from the
Chief Operating Officer to the surveyor revealed
training cards for Security Officers #2, 3, 4, 5, 6,
7.8,9, 10, 11,12, 13, 14, 16, 17 and 18 for
completed training and certification for basic
baton training and basic aerosol training with no
completion date.

8. Review of basic aerosol training materials
provided by the hospital revealed the following
facts about aerosols;

The aerasols effect the eyes, face, respiratory
system and skin pigmentation. The physical
actions include rigid muscles, auditory exclusions,
tunnel vision, basic fear, blindness and
suffocation.

Review of basic baton training materials provided
by the hospital revealed the following about baton
usage: The use of a baton works on the motor
nerves. Motor nerve points regulate the neural
impulses that control the movement of muscles.
When these signals are interrupted, there is a
high intensity of pain, motor
dysfunction/temporary paralysis of a particular
muscle group, a sympathetic flexing response of
the opposite unaffected joint,
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